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**EVER SINCE WE GOT TH’ NEW MULTUMITE SWITCH- 
BOARD, IT’S JUST RED SEVEN ON BLACK EIGHT 


These days we don’t know anybody who isn’t busy as can be. But the 
point of the cartoon is correct nonetheless. Multumite Switchgear IS 
saving lots of attendance and maintenance in plants working full-tilt. 


I-T-E CIRCUIT BREAKER CO. 
AIR CIRCUIT BREAKERS AND SWITCHGEAR 
19th & HAMILTON STREETS, PHILADELPHIA, PA. 
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SURNERS FOR ALL APPLIANCES 


® Barber offers, for gas appliances of every description, and for natural, 
manufactured, Butane, or bottled gas — the most economical, highly de- 
veloped, dependable burner units on the market. The burner is the HEART 
of the appliance. The finest thing that can be said about any gas appliance 
is that it is Barber-equipped. Over 20 years of distinguished service to the 
gas appliance industry, and the adoption of Barber Burners as standard 
equipment by nearly 200 nationally known appliance makers, give added 
force to this statement. 


On atmospheric pressure, patented Barber Burner Jets, with their unique 
auxiliary air feed, deliver a perfectly controlled, directed flame of 1900° 
temperature with complete fuel combustion. The secret of top perform- 
ance in any gas-burning equipment is a BARBER BURNER. 


Write for new Catalog 42, illustrating and listing many types of burners for 
Appliances, Gas Burners for Furnaces and Boilers, Regulators, etc. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


3SARBER BURNERS 
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How to have your Feilzeali> 
Pine Wrenches Factory Reconditioned 
Promptly... Without Priorities 





New Service through Your Jobber 
on re-newing your RIFEID 
Wrench Jaws... at a Big Saving 
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$15.00 


OU can help meet your tool short- 

age by using this new service to 
keep all your RIBEID Pipe Wrench- 
es on the job. Simply collect all 
your old worn RIKI Wrench 
Jaws and turn them over to your 
Supply House with order for this 
Reconditioning Service. Your Jobber 
ships them to us with parts from 
other customers, to save shipping 
expense, for we allow one-way 
freight to Jobber on 100 pound lots 
or more, 


Remember: only RIBAID trade- 
marked parts accepted for this ser- 
vice. No priorities needed. Service 
is prompt. ® Parts you send us are 
carefully inspected, to make sure 
hey’re worth reconditioning. We re- 
serve the right to reject them if they 
an’t be made as good as new. 


Every tool is needed these critical 
days. Gather up your worn parts now 
and call your Jobber. This service is 
available only in the United States. 


ALL RIDGID PIPE TOOLS 





Both hookand heel jaws 
are scientifically anneal- 
ed in our automatic elec- 
tric furnaces, same as 
new jaws.... They are 
recut in the same ma- 
chines and by exactly the 
same methods as used 
for new jaws... . Jaws 
are then re-hardened 
like new. . . . After final 
inspection, they are re- 
turned to you under re- 
gular Rit@aip new parts 
guarantee of satisfaction, 


Heeljaw 
with pin 





“sun dos” | ag | ee 


Pipe Wrenches, Cutters, Threaders, Vises 








TOOL COMPANY 
RIA, OHIO, U.S.A. 
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Pages with the Editors 


HE American Gas Association Monthly 

for September tells us that it is a stream- 
lined war meeting which will take the place of 
the regular annual convention of the American 
Gas Association, scheduled for October 5th 
and 6th at the LaSalle hotel in Chicago. In 
complete harmony with the government’s war 
policies, the sole purpose of this meeting is to 
deal with major problems of the gas industry 
arising from the conflict, to plan codperation 
in the war effort, and consider post-war ad- 
justments. 


THE inevitable parallel, which is drawn in 
any discussion of war problems, between 
World War I and World War II finds the 
gas industry in 1942 facing quite a different 
situation than it faced a quarter of a century 
ago. In 1917 the gas utility industry was still 
concerned with questions of sufficient candle 
power to warrant an adequate supply for gas 
illumination. Transitional difficulties resulting 
from a changeover to heating standards based 
on British thermal units were matters of in- 
dustrial concern. 


Topay the gas industry is virtually 100 per 
cent on a fuel service basis and the problems 


THOMAS L. NORTH 


Central Valiey project still has its water versus 
power problem. 


(SEE PAGE 478) 
OCT. 8, 1942 


of supply for illumination are gone, probably 
forever. Instead, the gas industry has a host 
of new problems, not the least of which is the 
age-old difficulty of making ends meet, as be- 
tween revenues received from service ‘and in- 
creasing operating expenses. How differently 
regulatory authorities looked on the matter of 
utility rate increases during the years 1917- 
1918, as compared with the repressive position 
taken by the Office of Price Administration 
today. 


> 


LANCING through the 1918 volumes of 
G Public Utilities Reports, we noted a total 
of three dozen cases in which the need for 
additional utility revenues during the war 
period was sympathetically discussed by dif- 
ferent state commissions. A fairly good pro- 
portion of these were gas rate cases. For ex- 
ample, in Re Oklahoma Gas & Electric Co. 
PUR 1918D 216, the Oklahoma commission 
held that relief on account of the increased 
cost of operation due to abnormal war condi- 
tions should not be denied a utility on the 
theory that radical increases in the cost of 
living might have been avoided by a vigorous 
policy of price control on the part of the gov- 
ernment. Emergency rate increases were quite 
common in those days. 


But today we have a different set-up. First 
of all, the Federal government has admittedly 
taken a firmer stand on controlling inflationary 
prices in general than during the last war. It 
remains to be seen whether this will prove to 
be effective in the critical months ahead. 


AGAIN, state commission regulation of utili- 
ty. rates, ‘which was so decisive during World 
War I, is likely to be subordinated to a form 
of super regulation, exercised in Washington 
—probably by the OPA. In the opening arti- 
cle in this issue we have an up-to-the-minute 
analysis of this prebable new type of war-time 
regulation as it affects gas rates and other 
utility rates. It is the product of Francis X. 
WELcH of our editorial staff. 


Ir seems to us that various war-time prob- 
lems of the utilities are not only more compli- 
cated but also more interdependent than they 
were in 1917-1918. For example, licking the 
German submarine menace was more or less a 
Navy problem in World War I. It had an im- 
portant bearing on the outcome of the war no 
doubt, but it hardly affected the gas industry 
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MARMON-HERRINGTION Ad/- Wheel-Driue 


Thesre \N THE ARMY Now! 


These Marmon-Herrington A//-Wheel-Drive converted 


Fords were not “raised” to be soldiers. Intended, of course, 
for service on the nation’s highways, for construction, main- 
tenance and snow removal, in the oil fields, logging “shows,” 
. pits, mines and quarries—they are now furnishing fast, de- 
pendable, cross-country transportation for soldiers of the 
United Nations. 

This war has established the value of Al/-Wheel-Drive 
for the most difficult hauling jobs that have ever confronted 
us—and after we win the war, traction through all wheels will 
play a bigger part than before in the work of peace. 


MARMON-HERRINGTON COMPANY, Inc. 


Cable Address: MARTON Indianapolis, Indiana, U.S.A. 
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directly. Today, every time another oil tanker 
goes down in the Atlantic, the gas industry 
and, for that matter, the electric utility indus- 
try as well, feel the impact. Shortage of oil 
fuel to the East coast means more demand on 
gas. It means more demand on coal supplies 
from which both gas and electricity are made. 


THERE is little doubt that if the submarine 
menace were licked completely and the East 
coast tanker transport could be brought back 
to normal or expanded operation, the WPB 
could ease off on such limitation orders as 
L-174 affecting manufactured gas supply, and 
perhaps do away with it altogether. The sub- 
marine menace is just a sample of how mili- 
tary and industrial problems have become so 
inextricably interwoven during World War II. 


¥ 


OMEWHAT along the same line is the recent 
decision of the Federal administration to 
abandon for the duration its attempt to secure 
congressional authority for the St. Lawrence 
seaway-power project. As dear as this plan is 
to the heart of President Roosevelt, he left no 
doubt that the completion of the St. Lawrence 
would take too long at this point to warrant 
diversion of critical materials and labor from 
more pressing war production. 


By the same token, presumably, other new 
public power proposals such as the Arkansas 
Valley Authority are probably out for the 
duration. Can anyone doubt that if it were not 
for the shortage of materials and labor caused 
by direct war production, the administration 
would have increased the pressure for the St. 
Lawrence project rather than abandon it? 


PusBLic power projects which are already 
pretty well along in their construction, how- 
ever, are in a different class. In this issue we 
present the first of a 2-part series on the Cen- 
tral Valley project by THomas L. NortH, pro- 
fessional business writer, now resident in Cali- 
fornia. Mr. NortuH is a graduate of the Uni- 
versity of California (A. B., ’31) and Harvard 
School of Business Administration (M. B. A., 
33). For a number of years he was a security 
analyst in New York city for Standard Sta- 
tistics, Inc. He still has a field position with 
Standard & Poor’s Corporation. Since Janu- 
ary, 1941, Mr. NortH has also been associ- 
ated with Western Air Lines, Inc., prepar- 
ing cases for new route applications before 
the Civil Aeronautics Board. 


¥ 


2 ewig L. Cottrns, whose article on restor- 
ing superannuated transit equipment to 
emergency service begins on page 487, is an- 
other veteran business writer now resident in 
California, Mr. CoLLins saw government emer- 
gency duty in Washington during World War 
I with the old U. S. Shipping Board. After a 
considerable period as editor of Southern 
California Business, a monthly of the Los 
Angeles Chamber of Commerce, Mr. CoLiins 
turned to free-lance writing from his home in 
Hollywood. 
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JAMES H. COLLINS 


The national war effort is calling all street 
cars. 


(SEE Pace 487) 


ey the next issue we shall present our peren- 
nial appendix of addresses which were de- 
livered before the recent sessions of the sec- 
tion of public utility law of the American Bar 
Association at its 1942 annual convention in 
Detroit. 


¥ 


A™ors the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE complete text of the War Production 
Board’s order curtailing the use of manufac- 
tured gas appears in this issue. (See page 529.) 


THE demarcation between Federal and state 
jurisdiction is considered by the Wisconsin 
commission in two opinions relating to the 
construction of gas transmission lines. (See 
pages 8, 11.) 


THE duty of a gas company to install a con- 
nection and provide regulating equipment is 
discussed by the Pennsylvania commission. 
(See page 43.) 


Rate schedules establishing a new service 
classification covering saeutiicteoen gas 
available for auxiliary or alternative use have 
been disapproved by the New York commis- 
sion, (See page 54.) 


THE next number of this magazine will be 
out October 22nd. 
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THE Facts ABout Wood 
AS AN ALTERNATE FOR STEEL 


Here are the facts about Remington Rand’s new wood changes in control features 
alternate record keeping equipment—facts which may _ nothing is changed but the steel. 
help you to better understand that ” efficiency as usual” 
need not be sacrificed while steel goes to war. 








GuarpsmMan Woop Fiuinc Casinets 
are available in two, three, four and 


THE FACTS five drawer heights, with substitute 


Correct ty Usp, the word alternate means equivalent when drawers to accommodate 6x4 or 
applied to Remington Rand’s Administrator line of 3x3 cards. A special 18-tray Tab- 
visible records and Guardsman line of wood filing cab- ulating Card Cabinet, and a six- 
inets. These quality products are not substitutes—are drawer wate house 8x5 cards, are 
built for permanent rather than duration use. being furnished—all as stock items. 
Wuerever Practicas.e, Remington Rand’s wood equip- ACCEPT THIS FREE OFFER 


ment has been designed to match existing installations 





eet of steel units. Thus, your present equipment can be We have prepared two colorful 
added-to without effacing uniform appearance or new catalogs, complete with prices, 
performance. illustrating and describing the full 

OW, WITHOUT PRIORITY RATING Karpex Apministrator Remington Rand line of wood rec- 

en- You may install cabinets, and Kolect-A- ord equipment. One covers Vertical 
al Remington Rand equipment for MaticAdministratorwood filing equipment—the other, Visi- 


ARDEX CUSTOMER SERVICE RECORD = items are available in a 


ble. You may have eit ° 
Bar ARDEX CUSTOMER HISTORY RECORD may have either or both 


: in KARDEX METER RECORD wide variety of sizes—can _ of these free buyer’s manuals merely 
nd you may install a complete line of | be adapted to conform forthe asking. Write today to Rem- 
GUARDSMAN FILING CABINETS to any requirement. As ington Rand, Buffalo, N. Y.,—or 
VARDSMAN TABULATING CARD FILES = always, you can custom drop in at your local Remington 
STEEL-SAVER TRANSFER CASES : : < ; 

together with build for your exact Rand branch office. You'll receive 

_ DISTINCTIVE WOOD FURNITURE needs with standard equip- your copies promptly. No obliga- 

ie: FOR EVERY OFFICE NEED ment. There are no _ tion, of course. 

tion 

fac- 
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WOOD EQUIPMENT BUILT FOR USE 
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War-important Kardex, now in use by ‘The Guardsman File recently passed a gruel- 
80% of all Navy ““E” winners as a produc- ling run of 300,000 effortless drawer actions 
tion control record, is available in wood by actual laboratory test! It’s formed from 
without priority. Control features are un- wood and plastic slide suspension reinforced 
altered —nothing’s changed but the steel. on moving parts with steel. 


m™ REMINGTON RAND INC. 


Designed to facilitate every factor in 
Punched-Card Accounting routine, this 
tabulating card cabinet will hold more than 
70,000 cards complete with guides! Every 
drawer” is a tabulating-wise individual tray. 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valean unit makes notable 

4 year record in latest design, 
twin furnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 















































ulcan unit in twin-furnace Foster Wheeler steam 

generator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 

... This despite unusual problems presented by 
novel boiler and furnace design. 
+. As the drawing shows it was impracticable to 
install soot blowers from the front of the boiler as the 

mace construction precluded installation of con- 

entional type of elements and bearings to provide 
necessary protection and support. 

- +. Hence, entry was made at the back necessitati 
carrying the elements a distance of about 26 ft., throug 
the economizer and boiler tube banks to the super- 


Seid h high temperature, intermediate 
temperature and relatively low temperature zones, 
plus the factor of exceptional length, greatly compli- 
cated the problems of securing adequate thermal pro- 

and at the same time 


Solution was found by using HyVULoy element 


section for the high temperature VULcrom ele- 
ment for the 0 gy a org the steel; pn 
providing specielly ~ Pesca to hold 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

.-. Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers i the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
aduplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .» Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and — 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














EpiroriAL STATEMENT 
Industrial News Review. 


GerorcE M. GapsBy 
President, Utah Power & Light 
Company. 


CLARENCE CANNON 
U. S. Representative from 
Missouri. 
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Remarkable Remarks 


“There néver was in the world two opinions alike.” 





—MONTAIGNE 





“It is likely that some day we may regard the loss of 
our sources of natural rubber as a blessing in disguise.’” 


5 


“It is appalling how much of the metal stocks are being 
used and there is only one place to get more—from the 
ground.” 


¥ 


“ ., the American people have always exercised with- 
out let or hindrance the right to life, liberty, and the 
abuse of Congress.” 


* 


“Industry knows that codperation with the government 
and the public is necessary. There is just as much need 
for government to codperate with industry.” 


e 


“Criticism of the administration of affairs is essential 
to the health of a democracy and never more so than in 
time of war. It should not be limited in any free man’s 
country...” 


* 


“I don’t know a city in this country that is not now 
on very thin ice financially. Many of them are already 
embarrassed and all of them will be in a critical situation 
within a very short time.” 


> 


“Neither management nor labor is batting 1,000. That 
is a mark to shoot at but one that is never attained. There 
will always be differences. There will always be adjust- 
ments to be made.” 


* 


“A defense emergency is one thing and a broad social 
security scheme is another, and each has its own time 
and place. There is not room for both at one time and 
place, and it is pure deception to pretend that there is.” 


5 


“Today we must live and work by the following policy: 
Wear it out, use it up, make it do, do without. We must 
adjust the essential [electric] service we furnish to the 
new conditions of curtailment, conservation, and conver- 
sion.” 


12 
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Ideas that may help Burroughs users get more 
out of the Burroughs machines they now own 


Extend use of machines to other jobs— 


by determining whether the machines can handle 
more work or new jobs . . . posting more records in 
combination .. . obtaining statistics or figures for 
reports as by-products of regular posting routines. 


Eliminate bottlenecks that slow up work— 


by relocating machines or rearranging the flow of work 
to the machines . . . changing routines or methods to 
avoid rehandling of figures or records . . . eliminating 
unnecessary checking and proving. 


Make better use of equipment— 


by relieving operators of non-posting duties ... using 
relief operators . . . making sure operators know short- 
cuts and the best use of time-saving machine features. 


Avoid mechanical interruptions— 


by keeping machines in the best possible operating 
condition through regular inspections, cleaning, lubri- 
cation and accurate adjustments by Burroughs 
mechanical service men. 


7 tA v 


The Burroughs staff, with its technical knowledge of machines, 
applications and procedures, can help users meet changing 
accounting requirements. Burroughs’ factory-trained, factory-con- 
trolled service organization is ready to render efficient mechanical 
service to all users. Just call the local Burroughs office, or, if more 
convenient, write direct to— 

BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH, 


Burroughs 


* FOR VICTORY—BUY UNITED STATES WAR BONDS AND STAMPS x 
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REMARKABLE REMARKS—( Continued) 


SPECIAL CORRESPONDENT 
Gas Age. 


EpITroRIAL STATEMENT 
Railway Age. 


W. H. Harrison 
Director, production division, War 
Production Board. 


Emit SCHRAM 
President, New York Stock 
Exchange. 


C. D. Harris 
Past president, Missouri Bankers 
Association. 


Henry W. KoENEKE 
President, American Bankers 
Association. 


JosePpH B. EASTMAN 
Director, Office of Defense 
Transportation. 


“Nearly every metal component used in the making of 
weapons of war is treated with gas at some stage.” 


> 


“On the average, each locomotive has rendered about 
34 per cent more service in the first eight months of this 
year than last year.” 


aa 


“The question sometimes is asked, ‘Is the power in- 
dustry, private and government, keeping pace with de- 
mands of war?’ The record is clear as to this—power 
is meeting war demands—so much so, power and war 
production are synonymous.” 


“In a certain sense American business is now being sub- 
mitted to an acid test. If American business gives a posi- 
tive reaction to the litmus paper of the war urgency and 
proves once and for all its capabilities, it will occupy an 
unassailable position when the difficult period of post-war 
readjustment sets in.” 


5 


“Tf it were possible to divert all the extra income that 
will be made available because of the war program into 
taxes, and into investment in government securities, infla- 
tion could be greatly minimized. In other words, the 
profits arising from our war effort would go a long way 
toward financing the cost of the war itself if all who 
receive an increase in income because of the war, whether 
employer or employee, applied all this increase to paying 
for the war.” 


» 


“War is an intolerant taskmaster. It requires that 
private institutions serve its needs as effectively as they 
serve the needs of the peace-time way of life. Other- 
wise, it may not tolerate them. Therefore, we have a dual 
obligation as private institutions. It is to see that these 
institutions serve as effectively as a war-time mechanism 
as they do as a peace-time mechanism. As they help to 
win the war and to serve the war needs of the people will 
they assure their continued place in society.” 


* 


“If I thought that [government ownership of railroads] 
would do any good, I would have no hesitation in recom- 
mending it. I have no doctrinaire objections to the idea, 
nor was I a critic of the United States Railroad Admin- 
istration, which I saw at first hand in 1918-20, and which 
was, in fact, officered by the cream of the railroad fra- 
ternity. But in view of the way in which the railroads 
have been functioning since 1939, I see nothing to be 
gained by precipitating such a revolution in midstream of 
the war effort. On the contrary, I would fear a period 
of serious dislocation and letdown before the new ma- 
chinery could work.” 
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\ () \l | { : i DAVEY TREE TRIMMING SERVICE 
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FOR 
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JOHN DAVEY 


Founder of Tree Surgery 


An Economical Service 


To be economical a tree trimming 
service must be handled by spe- 
om cially trained tree experts using 
M*1% fine equipment and following a 
pg well-planned program under ex- 
cellent management. Davey men 
have all that. 





Tree interference may aid the Axis 


BAVEY TREE EXPERT 68 KENT. Ont8 


DAVEY TREE SERVICE 
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LepGer Paper SHEETS 

AN EDUCATIONAL OPPORTU- 

NITY for public utility men. A 


ESTABLISHED 1549 fortnightly quiz of ten questions 
100% New Rag Fibres and answers on practical financial 


WA P. U. R. QUESTION 


MILLS ATADAMS,. MASS. 


; and operating questions discussed 

INEN R ° 

miei Beate and decided by the State and 
ADVANCE LINEN LEDGER Federal Commissions and Courts 
FORWARD LINEN LEDGER in their investigations of public 
85% New Rag Fibres utility companies. 


L. L. BROWN’S FINE Ten questions and answers every 
75% New: Rag Fibres two weeks—annual subscription 


GREYLOCK LINEN LEDGER $10.00. 


50% New Rag Fibres Send your order t 
ESCORT LEDGER & MACHINE POSTING 


PUBLIC UTILITIES 
REPORTS, INC. 
*Permanent grades 1038 Munsey Bldg., Washington, D. C. 


New White Rag 
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For going OVER THE TOP” 
IN PRODUCTION 


ver the three great plants of The Timken-Detroit Axle 
ompany fly Army-Navy “E”’ Burgees—symbol of work well 
pne for the U. S. Armed Forces. 
That work began over 20 years ago, when the problems of 
. S. Army were yet to be 
Constantly, earnestly, throughout the years when 
e necessity for “preparedness” was all but forgotten, 
imken cooperated with the U. S. Army Ordnance Depart- 
ent and Quartermaster Corps to improve and to develop 
Ww equipment that would make the job of our fighting 
rces more effective if—or when—the occasion should arise. 
On December 7, 1941, that occasion did arise—and today’s 


swift flow of axles and other essential material from Timken 
plants to the far-flung battle lines is evidence that this 
cooperation was well directed. : 

The privilege of flying the coveted Army-Navy “E” above 
our plants—at Detroit, Michigan, at Waukegan, Illinois, 
and at Oshkosh, Wisconsin—rewards the past efforts of 
Timken men and women to “Keep Em Rolling.” It inspires 
every one of us sow to work for greater and yet greater 
production. It sends us to our individual jobs with new 
determination to out-work and out-produce the robots of 
Europe and Asia, until our Fighting Forces have all the 
fighting weapons needed to crush the foes of Freedom! 


TIMKEN AXLES 


THE TIMKEN-DETROIT AXLE CO., Main Office DETROIT, MICH. 
WISCONSIN AXLE DIVISION, OSHKOSH, WISCONSIN 


Timken: Builder of Battle Axles! 
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meet all Requirements 


of modern water-cooled furnaces 


Water cooling must not only operate un- 
der a wide range of load and structural 
conditions (as illustrated by the typical 
settings shown) but also must serve many 
entirely different purposes in individual 
boiler furnaces. 

Some areas of water-cooled fur- 
naces are designed to promote com- 
bustion—others, to temper gases. Fre- 
quently heat input must be limited— 
sometimes radiant heat must be ab- 
sorbed rapidly. Some constructions 
must facilitate removal of ash in liquid 
form—others must condition ash for 


ease of removal in the dry state. 


Obviously no single type of water- 
cooled construction can be used suc- 
cessfully for all present-day boiler-fur- 
nace conditions and purposes. 


B&W water-cooled furnace construc- 
tions have the diversity necessary for 
meeting all these demands and their 
range of applications is sufficiently 
broad to fit every requirement. Funda- 
mental details and safety factors neces- 
sary to proper operation and efficiency 
are common to each type. 


The Babcock & Wilcox Company — 85 Liberty St., New York, N. Y. 








We will gladly send you a 
copy of Bulletin G-16, 
Water-Cooled Furnaces. 
It shows many typical 
boiler furnace designs; il- 
lustrates seals, wall sup- 
ports, headers, studded 
tubes, and other features; 
tells of important require- 
ments for water cooling; 
describes typical con- 
structions. 








WATER-COOLED FURNACES 
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WHEN TOOLS OF PEACE 
ENLIST FOR WAR 





Measuring and Controlling Gas Consumed in War Industry Plant 
with EMCO Meters and Regulators and Nordstrom Valves 


N industry's nation-wide battlefront at the same time conserve this important 
gas has proven tobe one of our most __ fuel, it must be accurately controlled and 
effective and efficient weapons. The shift measured. As a part of our contribution 
from normal peacetime requirements to toward the production of military equip- 
unprecedented heavy wartime demands ment, weare furnishing EMCO Metersand 
finds the entire Gas Industry willing to Regulators and Nordstrom Valves to help 
shoulder the responsibilitiesthrustuponit. the Gas Industry meet the expanding 
To utilize gas to the bestadvantageand _ needs of industry 


PITTSBURGH EQUITABLE METER COMPANY 
New york oaxund MERCO NORDSTROM VALVE COMPANY ansas cry starnis 


BROOKLYN Main Offi ‘tts! PHILADELPHIA HOUSTON 
DES MOINES CHICAGO ces, Pi h, Pa. SAN FRANCISCO COLUMBIA 


memPHiIs = soston NATIONAL METER DIVISION, Brooklyn, N. Y. os ANGELES BUFFALO 
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| i, yi 
Va 4icuonr AUTOCAR SHOWS THE WAY 


here’s only one reason why you can’t buy 
lavy-duty trucks: W-A-R! And Autocar is in 

100%. The weight-carrying strength, the 
Mmonomy-under-loads, the built-in guts which 
de Autocar Trucks so essential to your bus- 
pss are the very qualities that make Autocar 

-Tracks and Autocar Tractor-Trucks the 


stuff of Victory at the front. . .. So make your 
present trucks outlast the war. Remember your 
pledge to the U. S. Truck Conservation Corps. 
And don’t forget this: The lessons of World 
War II, backed by years of Autocar experience, 
will bring you stronger, tougher, more eco- 
nomical Autocar Trucks tomorrow. 


ry 7 
U OCAR Manufactured in Ardmore, Pa.¢ Serviced by Factory Branches from Coastte Coast 
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FOR EXCELLENCE OF PRODUCTION 
FOR THE ARMY, THE WAVY, 
AND THE AIR CORPS 
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When the heat balance calls for steam drives for boiler-feed 
pumps, you'll want to look into Elliott variable-speed, multi- 
stage, high-efficiency turbines, such as illustrated below. 


For many years Elliott Company has specialized in tur- 
bines of the size range required by modern central station 
auxiliaries — running to several thousand horsepower. Elliott 
engineers are glad to share their background of sound ex- 
_ perience in this field with you in the discussion of details of 
wi turbines which will fit your auxiliary drive requirements. jj 

| Write us. 


ELLIOTT COMPANY; 


‘Steam Turbine Depit., JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 




















Atilities Almanack 


Due to war-time travel restrictions, conventions listed are subject to cancellation. 


@ OcTOBER @ 


fs { Institute of Traffic Engineering will be held, Chicago, Ill., Oct. 25, 26, 1942. 














F { Pacific Coast Electrical Association, Business Development and Administrative Services 
sections, will hold meeting, Oct. 22, 23, 1942. 





{ American Waterworks Association, California Section, will hold “war conference,” 
Oakland, Cal., Oct. 28-31, 1942. 





q League of Virginia Municipalities starts meeting, Richmond, Va., 1942. 





4 American Society of Mechanical Engineers starts meeting, Rochester, N. Y., 1942. 
{i Kansas Association of Municipal Utilities convenes, Beloit, Kan., 





q National nee Manufacturers Association will hold meeting, New York, N. Y., 
Oct. 26-30, 1942 








{ American Institute of Electrical Engineers begins session, Pittsburgh, iia 1942. 
q National Reclamation Association opens convention, Denver, Colo., 








q United States Independent Telephone Association opens meeting, Chicago, IU., 1942. 





{ National sates | Ci ec ota and exposition will be held, Chicago, Ill, £) 
Oct. 27-29, 1942 





{ South Dakota Telephone Association will hold convention, Mitchell, S. D., Oct. 28, 1942. 





{ American Public Works Association begins meeting, Cleveland, Ohio, 1942. 








q Invest. Bankers Asso. of America starts “war finance conference,” New York, N. Y., 


bf National Tax Association convenes, Cincinnati, Ohio, 1942. 





q American Waterworks Association, Wisconsin Section, starts meeting, Wausau, Wis., 
1942. 








J American Municipal Association starts meeting, Chicago, Ill., 1942. 
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From kiste Hafner, N. Y. 


Gas Tanks in the City 


By Chuzo Tamotzu 
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How Will the OPA Fix Gas 
And Other Utility Rates? 


Anti-inflation legislation pending in Congress, as well as the avowed 

objectives of the administration, suggests that gas utility rates, and other 

utility rates as well, may soon go under the price “ceiling” treatment— 
and that OPA will be in charge of the treatment. 


By FRANCIS X. WELCH 


(5: rates seem to be occupying commissions which seems to be due primarily 


: : to efforts to shift war taxes upon the utili- 
proportionately more attention Slee tei Shiai edeaeindattes 


from the Office of Price Ad- bic gas rate problem appears to be more 

ocak a troublesome at this time. Among the cities 
ministration than any other form of where increases have recently been made or 
public utility rates. There is no clear now pending are Boston, Philadelphia, 


reason why this should be so. Yet Leon oe Minneapolis, and Washington, 


Henderson, OPA boss, in a letter to We are now “ ws aoe — * these 
: : increases, particularly because they adverse- 
Senator Norris of Nebraska, published ly affect the cost of living of practically the 


in the Congressional Record of Sep- entire population of those cities. 

tember 10th, after conceding that there The recent proposal of the Wash- 

have been relatively few utility rate in- ington Gas Light Company to obtain 

creases during recent months, stated: increased rates in that city is of more 
Our survey of pending electric rate cases than passing interest for two reasons: 


does not now indicate a large number of ap- : 
plications for rate increases. However, there 1. It probably marks the first in- 


is now an upward trend in the number of stance whereby the celebrated Wash- 
requests for rate increases before the state ington plan has been invoked for the 
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purpose of increasing rates instead of 
reducing them. 


2. The District of Columbia case 
seemed to have attracted the special 
attention of Senator Norris, as the re- 
sult of which he introduced his recent 
bill (S. 2767) to give OPA power to 
check utility rate increases. 


O’ course, Senator Norris might 
well have introduced his bill any- 
how, but he did seem to be specially 
concerned with gas rates in the nation’s 
capital. However, Senator Norris’ bill 
has since been overshadowed by more 
general legislative proposals to amend 
the Price Control Act, of which more 
will be said later on. 

This much appears to be the practi- 
cal prospect as these lines are written: 

Sometime in the near future it is 
quite likely that the OPA will move 
into the field of utility rate fixing. Per- 
haps “maximum” utility rate fixing 


would be a better expression because it 
will not be utility rate fixing in the 
conventional regulatory sense as we 
have known it in the past. 

Maybe “veto regulation” would be 
even a better way of explaining the 


hybrid regulatory function which 
OPA seems about to assume with re- 
spect to the public utilities. In other 
words, OPA is not concerned with util- 
ity regulation as such but with a pri- 
mary anti-inflationary objective of 
keeping down all items in the cost of 
living, including the prices or rates 
paid for utility service. 

It follows from this that OPA has 
no special interest in rate reductions 
or horizontal readjustment of utility 
rate structures. It is only when and if 
utilities seek to increase their rates be- 
yond the general prevailing level of a 
given date standard—such as August 
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15, 1942—that OPA would step in. It 
would then, presumably, claim author- 
ity to examine the premises and deter- 
mine whether such an increase is abso- 
lutely necessary, and, if not, to disap- 
prove or “veto” the attempted increase. 
Whence comes OPA authority to 
“veto” utility rate increases? Frankly, 
at this writing there is no such author- 
ity. This article is drafted largely by 
way of anticipation that there will be 
some such authority set up either by 
Congress or by executive order before 
long. To understand the basis for such 
proleptic analysis of a control which 
does not now exist, let us examine 
briefly the background of OPA rela- 
tionship with utility regulation. 


Wes the Price Control Act was 
passed back in 1941, it gave the 
OPA authority to fix price ceilings on 
all but the following specifically ex- 
empted matters : 


1. Compensation paid by an em- 
ployer to his employees. 

2. Rates charged by any common 
carrier or other public utility. 

3. Rates charged for selling or un- 
derwriting insurance. 

4. Rates charged for newspapers 
and periodicals. 

5. Rates charged for professional 
services, such as rendered by doctors, 
lawyers, etc. 


Not only were these exemptions spe- 
cifically written into the Price Control 
Act but Leon Henderson himself, in 
a congressional committee hearing on 
the original Price Control Act, ex- 
plained the reason for these exemp- 
tions. With respect to exemption num- 
ber two he pointed out that OPA was 
not equipped to go into the complicated 
form of regulation which the fixing of 
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utility rates would seem to require. He 
noted that, in any event, utility rates 
were already under a form of price fix- 
ing by the state utility commissions and 
had been in that position for many 
years. 

Indeed, there is no indication that 
Mr. Henderson ever departed from his 
position that fixing of utility rates as 
part of the general price-fixing pro- 
gram was unnecessary. Notwithstand- 
ing what must have amounted to a vir- 
tual invitation by Senator Norris for 
the OPA to request him (Norris) to 
put in a bill to remove the utility ex- 
emption from the Price Control Act, 
Mr. Henderson, in the same letter cited 
above, expressed the “hope” that there 
would be no need for additional legis- 
lation in this field. The OPA chief said 
on this point: 


In seeking to codperate with the existing 
regulatory agencies in the utility and rail- 
road rate fields, we are proceeding in the 
belief that when Congress exempted these 
rates from our jurisdiction, it was implied 
that these commissions would recognize that 
the dominant principle governing the fixing 
of all prices in war time would be the gov- 
ernment’s program to stabilize commodity 
prices and the cost of living and that the 
utility and railroad rate principles must be 
reéxamined in the light of the government’s 
economic program, upon the success of 
which depends both the winning of the war 
and the peace. Their recognition of this 
obligation will be an important step in the 
success of the government’s program to pre- 
vent further increases in the cost of living. 

Therefore, while I hope there will be no 
need for additional legislation in this field, 
serious consideration must be given to the 
practice in Canada where the consent of the 


e 


price board, which administers an over-all 
program, as well as that of the existing 
regulatory authorities, is a prerequisite to 
utility rate increases. Certainly it should be 
understood without additional legislation 
that Federal income taxes shall be borne by 
those upon whom such taxes should be 
levied. A different policy would seriously 
impair, if not destroy, the basic efforts of 
the government to stop inflation. 


B uT whether Mr. Henderson or any- 
body else, besides Senator Nor- 
ris, felt the need for establishing OPA 
price-fixing authority over utility rates, 
certain other developments reached a 
flood tide in Washington in early Sep- 
tember with the result that all five ex- 
emptions in the original Price Control 
Act, noted above, seemed likely to be 
wiped out, including the utility rate 
exemption. These developments gen- 
erally embraced the critical need for 
checking inflation all along the line. 

In his fireside radio address to the 
nation on Labor day, and in his con- 
temporaneous message to the Con- 
gress, President Roosevelt observed 
that the partial price-control system 
which Leon Henderson’s OPA: has 
been administering to date has not 
been sufficient to check inflationary 
trends in prices. The President stressed 
the necessity for filling in the gaps and 
blind spots in the emergency regula- 
tion of our national economy, specif- 
ically with regard to farm prices and 
wages. 

As most readers will recall, the 


“Just how will the new Federal utility rate ceilings work? 

. . the OPA regulation of utility rates will be a ‘veto’ 
power. Already OPA has adopted a sort of advisory réle in 
utility rate increase cases. It has entered appearances in 
such cases before the state commissions for the purpose of 
showing the commissions why rates should not be increased.” 


467 


OCT. 8, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


President told Congress that he al- 
ready had authority to fix maximum 
wages but that he preferred to have 
the Congress, by specific legislation, 
give him authority to fix farm prices. 
But he warned that unless some such 
amendatory legislation were enacted 
by October Ist he would proceed to 
fix both farm prices and wages by ex- 
ecutive order and take the responsibil- 
ity therefor. 

As a result of this, both houses of 
Congress immediately went to work 
on legislation that would give the Presi- 
dent the authority he sought. And as a 
by-product of such anti-inflation legis- 
lation primarily aimed at farm prices, 
the exemption of utility rates, as well as 
the other Price Control Act exemp- 
tions, was caught in the legislative 
hopper. 

The administration bill sponsored by 
Senator Brown, Democrat of Michi- 
gan, would authorize the President “to 
stabilize prices, wages, salaries, and 
other factors affecting the cost of liv- 
ing,” approximately as of August 15, 
1942. This would seem to cover utility 
rates and make unnecessary the bill in- 
troduced by Senator Norris. Norris 
conceded this. The Steagall bill on the 
House side was not so clear on this 
point. But indications are that if there 
is to be legislation at all, it is likely to 
cover utilities even if the Norris bill 
has to be tacked on as an amendment. 


 Iotedebeengniet even if Congress 
failed to pass anti-inflation legisla- 
tion in time for the deadline set by 
President Roosevelt, there was still the 
possibility that the President might au- 
thorize OPA, by executive order, to 
limit utility prices. As we have seen, 
President Roosevelt warned Congress 
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that if it failed to act he would limit 
farm prices by executive order, based 
on some general emergency authority. 
Hence, as one Washington observer on 
utility matters so aptly put it, “if the 
White House is able to pull one statu- 
tory rabbit out of the hat for farm 
price authority, it can just as easily 
pull another out for utility rates.” 

And so we come to the practical 
conclusion that the following sequence 
of developments in Federal utility rate 
ceilings is to be expected in one form 
or another : 

First, an administration declaration 
that utility rates require maximum 
price limitation because they are a fac- 
tor affecting the cost of living. 

Second, a delegation of administra- 
tive authority in this field to the OPA 
—specifically, the newly organized 
transportation and utilities division. 

Just how will the new Federal utility 
rate ceilings work? As we have seen, 
the OPA regulation of utility rates will 
be a “veto” power. Already OPA has 
adopted a sort of advisory réle in util- 
ity rate increase cases. It has entered 
appearances in such cases before the 
state commissions for the purpose of 
showing the commissions why rates 
should not be increased. 

Whether or not OPA will continue 
this advisory role after it obtains 
“veto” power in its own right remains 
to be seen. But, at any.rate, under the 
proposed new set-up, utilities seeking 
rate increases will first have to go be- 
fore the state utility commissions and 
get approval on the merits of their 
cases if they can. After that the utili- 
ties will have to obtain the approval of 
the OPA before the rate increases can 
go into effect. Thus, we are faced with 
a likelihood of “super regulation” or 
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OPA Assumes Contract Carrier Regulation 


— ONTRACT carriers ... are regulated as public utilities (or at least 
quasi public utilities), in anumber of states. They are regulated 
by the utility commission just as other more conventional public utilities 
(gas, electric, telephone) are regulated. But the OPA has taken the po- 
sition that a contract motor carrier is not a ‘public utility’ within the 
meaning of the exemption of the original Price Control Act.” 





double-layer procedure which will add 
to the difficulty, if not the uncertainty, 
of operating utilities in the future. 


N™ it may be that OPA can work 
out some simplified method for 
avoiding this double-barreled rate pro- 
cedure which is looming. It may be 
that at the same time OPA enters a 
rate case before the state commission 
as a sort of amicus curiae, it can also 
tip off both the utility and the state 
commission as to the eventual disposi- 
tion of the OPA. In plain words, OPA 
might give some advance notice as to 
whether it will approve a rate increase 
in the event that the state commission 
approves it. This is rather hard to vis- 
ualize. It is certainly something new 
for the same agency to be functioning 
in the double rdéle of an interested par- 
ty and an ultimate umpire in the same 
case. It is easy to anticipate difficulties, 

Maybe OPA will have to bisect it- 
self—resolving its transportation and 
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utilities division into two departments 
which will function more or less inde- 
pendently of each other. One would ac- 
tively oppose rate increases as an in- 
tervening party—the rdle OPA has al- 
ready adopted. The other department 
would consider the record made before 
the state commission—if, as, and when 
the state commission actually approved 
a rate increase—and determine, as a 
final arbiter, whether OPA would give 
its OK to the state-approved rate in- 
crease. In other words one-half of the 
OPA division would be sort of a reg- 
ulatory district attorney. The other 
half a sort of judge. 

Certainly it is not likely that OPA 
will automatically honor a rate increase 
simply because it has been approved by 
a state utility commission. We can say 
it is not likely because OPA has already 
shown its hand on this phase of the 
subject matter in its handling of rates 
for contract carriers. 

Contract carriers, as most readers 
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of these lines are probably aware, are 
regulated as public utilities (or at least 
quasi public utilities), in a number of 
states. They are regulated by the utility 
commission just as other more con- 
ventional public utilities (gas, electric, 
telephone) are regulated. 

But the OPA has taken the position 
that a contract motor carrier is not a 
“public utility” within the meaning of 
the exemption of the original Price 
Control Act. Hence OPA proceeded to 
fix “price ceilings” on the rates for 
service charged by these contract car- 
riers. This immediately brought OPA 
into conflict with some of the state 
commissions which had also been exer- 
cising rate authority over such carriers. 


HROUGH the good offices of the 
National Association of Railroad 

and Utilities Commissioners, an at- 
tempt was made to work out a com- 
promise. The idea of this compromise 
was to have the state commissions ex- 
ercise their authority in the premises 
and have the OPA approve the com- 
mission orders upon the theory that 
state commissions, having examined 
the premises, had good reason to fix the 
resulting rates whatever they might be. 
But this proposal was never definitely 
adopted by OPA, and at this writing 
the situation is in an inconclusive state. 
Meanwhile, OPA, continuing to act 
in the twilight zone of somewhat un- 
usual public utility regulation, landed 
itself in court. It seems that in Cali- 
fornia warehouses are regulated as 
utilities by the state commission. Early 
this year the California commission au- 
thorized warehouse operators to in- 
crease rates as of June. Then came the 
OPA order setting up the March price 
ceilings. The Davies Warehouse Com- 
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pany of Los Angeles has asked the U. 
S. Emergency Court of Appeals to set 
aside the OPA order on grounds that 
the Price Control Act does not apply 
to regulated utilities. Overlooking the 
landmark case of Munn v. Illinois 
(1877) 94 US 113, OPA takes the 
position that a warehouse is not a nor- § 
mal utility within the Federal law, re- 
gardless of state law peculiarities. 
There was, for awhile, the possibility 
that OPA might suffer a legal defeat 
in that case, which would have em- 
barrassed its further activities in the 
utility rate field. But now new and gen- 
eral Federal price-control authority 
may well make the San Francisco liti- 
gation more or less a moot case. 

Aside from questions of procedure, 
OPA will still have to work out some 
rather difficult questions of policy in 
exercising its “veto” power. Will it 
confine itself to the record made in a 
given utility rate case before the state 
commission? Or will it launch into an 
independent investigation of its own 
to determine whether or not a pro- 
posed rate increase is warranted ? With 
due regard for the unquestionably able 
and experienced men which OPA is as- 
sembling in its transportation and util- 
ities division, it is still not apparent 
that the OPA now possesses or is likely 
to possess in the near future the back- 
ground and the prodigious amount of 
regulatory man power which would be 
necessary to exercise any systematic 
and scientific supervision of utility rate 
regulation along lines of established 
public utility law. 


Braces hints have been thrown 
out, of course, that the OPA has 
no intention of following traditional 
regulation in some respects. An excel- 
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lent preview along this line was pub- 
lished in this magazine nearly three 
months ago’ under the authorship of 
Harry R. Booth, OPA utilities coun- 
sel. Mr. Booth suggested, for example, 
that certain taxes, especially emergency 
taxes, ought to be absorbed by utilities 
as part of their (or their security hold- 
ers’) sacrifice to the war effort, instead 
of passing them along to the ratepayers 
in the form of operating expenses. 

He also suggested that the general- 
ly prevailing “reasonable” rate of re- 
turn charged by pre-Pearl Harbor 
standards might be trimmed down for 
the duration—also as a matter of war- 
time sacrifice. But it is a great respon- 
sibility which OPA assumes when and 
if it proposes to deny all utility rate 
increases out of hand simply because 
they might be viewed as contributing 
to an inflationary trend. 

Suppose such an attitude did lead to 
a collapse in a utility’s credit to the ex- 
tent that it simply could not carry on 
essential public service in an important 
war production area. That is not an in- 


1“Where Does OPA Stand on Utility Rate 
Freezing?” By Harry R. Booth. Pustic Utrt1- 
TIES FoRTNIGHTLY, July 30, 1942, page 162. 

In his argument before the District of Co- 
lumbia commission in the Washington Gas 
Case, Mr. Booth took the position that no de- 
ductions should be made in determining rate 
of return for what he terms “abnormal” in- 
come taxes. He classifies corporate surtax and 
excess profits tax as “abnormal.” The commis- 
sion staff had deducted normal and surtax but 
not excess profits. 


conceivable future possibility by any 
means. Even one such development 
would put the white light of publicity 
on OPA utility policies. A series of 
such developments might well blow 
OPA’s utility control sky high. Such a 
position of responsibility might well 
sober OPA and bring it toa more sym- 
pathetic attitude on utility rates than 
it has heretofore displayed in its func- 
tion as a mere intervening party before 
state utility commissions. 

OPA has ample precedent for a sym- 
pathetic attitude right in the Federal 
emergency set-up operating in Wash- 
ington today. The reference is to the 
War Labor Board. The War Labor 
Board in the well-known “‘little steel” 
cases worked out a 15 per cent “cost 
of living” formula for wage fixing. It 
held that inasmuch as the cost of living 
of the little steel workers had increased 
15 per cent over a specified base period, 
wages should be increased by a corre- 
sponding amount. If the OPA would 
work out a similar formula to take care 
of increasing operating expenses and 
taxes for the utilities, the latter would 
not face such a cloudy economic out- 
look for the duration. 


B” the OPA has given no indica- 
tion that it would be as easy an 
emergency “boss” for the utilities as 
the WLB has proven for organized 
labor. Indeed, the OPA even gave a 


e 


tion along with other prices of commodities, regardless of 


q “The idea that utility rates should be ‘frozen’ for the dura- 


the reasonableness of the return, was first sprung by OPA 
last spring when tt prevailed upon the Northwestern Bell 
Telephone Company .. . to withdraw and abandon a 15 
per cent increase in telephone rates in the state of Iowa.” 
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broad hint to the WLB that it did not 
care very much for the latter’s rule-of- 
thumb wage formula in the little steel 
cases. If that is so, OPA, unless it has 
suffered a change of heart, is not likely 
to go in for a similar formula with re- 
spect to a price-control matter within 
its own jurisdictional bailiwick. Fur- 
thermore, as already stated, the OPA 
in its appearances before the state com- 
missions in utility rate cases up to now 
has shown a disposition to check utility 
rate increases at all costs. 

If the OPA follows this line and if 
utility operating expenses and taxes 
continue their indicated upward trend, 
some utilities may eventually find them- 
selves with no other alternative than 
receivership or reorganization. This 
would certainly be true in cases where 
utility revenues were no longer suffi- 
cient to cover fixed charges and oper- 
ating expenses. It would be in such 
hard cases that OPA would have to 
make the difficult decision of either 
granting some form of utility rate re- 
lief or taking the responsibility for any 
resulting financial collapse.* 

Just who will administer such an 
OPA veto power over utility rates? 
OPA has been in recent weeks quietly 
organizing its forces to implement its 
policy of intervening in utility rate 
cases. Presumably the same group 


2 It might be of interest to note at this point 
the decision of the Indiana commission in Re 
Greenfield Gas Co., Inc., digested in Pustic 
Utiities FortNIGHTLy, issue of August 27, 
1942, page 323. The commission therein coun- 
tered the OPA argument against a rate in- 
crease by holding that where a utility rate is 
no longer sufficient to yield operating expenses 
and maintain adequate service, an increase un- 
der such circumstances could not be consid- 
ered as truly inflationary in character. It was 
observed in this case, however, that even after 
the increase, the Greenfield gas rates were still 
not higher than rates for similar service in 
comparable communities throughout the state. 
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would take over the enlarged duties of 
pegging utility rate ceilings. 

This group is now known as the 
“transportation and utilities division.” 
It is an outgrowth of the former 
“transportation division” which used 
to function under John B. Eisenhart. 
Mr. Eisenhart continues as a chief of 
the transportation branch of the new 
division. But there is another branch— 
a “utilities branch”—which will be 
headed by Harry R. Booth, who will 
also continue as counsel for the utilities 
branch. 

For purposes of jurisdiction, the 
utilities branch will take in not only 
gas, electric, telephone, and other city 
service types of utilities but also local 
transit service such as street cars, city 
busses, taxicabs, and so forth. The 
transportation branch will confine it- 
self to railroads and other interurban 
carriers. The recently appointed direc- 
tor of the OPA Transportation and 
Utilities Division as a whole is Robert 
A. Nixon, formerly a member of the 
Wisconsin Public Service Commission. 


I F you want to get a good idea of Mr. 

Nixon’s attitude on utility rate reg- 
ulation during the war emergency, it 
would be well worth reading—or re- 
reading—the Wisconsin commission 
opinion in Re Wisconsin Telephone 
Co. 43 PUR(NS) 193. In that opin- 
ion, which was approved if not actual- 
ly written by Commissioner Nixon, the 
Wisconsin commission said, among 
other interesting things: 


We believe that so far as possible within 
the range of reasonable requirements, pres- 
ent rates should be stabilized for the dura- 
tion; and so long as there is a ceiling on 
prices of other human necessities, the rates 
for utility services if within the range of 
reasonableness should be “frozen” and cer- 
tainly should not be regulated upon precisely 
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Freezing Utility Rates 


anh Bares ts a color of plausibility about this proposal to ‘freeze’ 

utility rates along with food, clothing, and so forth. But it does 

overlook the fact . . . that utility rates have been frozen in effect by a 
very strict and precise system of regulation for many years...” 





the same considerations as prevail in normal 

times. 

The idea that utility rates should be 
“frozen” for the duration along with 
other prices of commodities, regard- 
less of the reasonableness of the return, 
was first sprung by OPA last spring 
when it prevailed upon the Northwest- 
ern Bell Telephone Company (an as- 
sociate of the Bell system) to with- 
draw and abandon a 15 per cent in- 
crease in telephone rates in the state of 
Iowa. 

The company also agreed to with- 
draw a request of the same char- 
acter pending before the North Dakota 
commission, although it had earlier ob- 
tained approval of the South Dakota 
commission for a similar increase in 
rates. 

Adding one thing to another, it 
would appear that the Bell telephone 
system has tacitly agreed, for the pres- 
ent at least, to refrain from seeking 
rate increases. The independent tele- 
phone companies have shown no such 
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disposition. Whether Bell will continue 
this voluntary policy for the duration, 
come what may in the form of in- 
creased operating expenses, remains to 
be seen. Bell is not, of course, formal- 
ly committed to such a position. 
There is a color of plausibility about 
this proposal to “freeze” utility rates 
along with food, clothing, and so forth. 
But it does overlook the fact, already 
mentioned, that utility rates have been 
frozen in effect by a very strict and pre- 
cise system of regulation for many 
years—long before OPA price fixing 
and price freezing for general com- 
modities was ever heard of. Again, 
there is the fact that in March of this 
year—the deadline for OPA retail 
price fixing—competitive and unregu- 
lated commodities, such as foodstuffs 
and clothing, had already worked them- 
selves up to a point considerably high- 
er than a year previous—two years pre- 
vious—or five years ago. What OPA 
did was simply to check this rise at the 
March level. 
OCT. 8, 1942 
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ONSIDER now the fact that for the 
past ten years there have been no 
substantial increases in gas rates or 
other utility rates anywhere in the 
United States. On the contrary, gas 
rates on the whole have been on the 
downward trend during that period. 
Now that these rates have finally 
struck economic bottom—now when 
operating expenses, including labor and 
taxes, are rising so that a reversal of 
that downward trend is clearly in pros- 
pect, along comes the proposal to freeze 
telephone rates arbitrarily at that irre- 
ducible minimum, simply because the 
prices of other commodities have been 
checked at somewhere near their peak. 
Such a proposal, if strictly enforced, 
in some instances might not only prove 
unfair but a positive danger to the abil- 
ity of the utilities to carry on their im- 
portant work at this critical time. 
Certainly, the utility industry should 
not be automatically entitled to profits 
as usual during a war. But are they not 
entitled, by reason of the regulatory 
regimentation which has long been im- 
posed upon them, to fair examination 
of the merits of rate increase applica- 
tions where they are necessary? If 
after such an examination the regula- 
tory authorities decide that, under the 
prevailing circumstances, they should 
shave the normal rate of return—the 
industry would doubtless cooperate. 
But it is an entirely different matter 
for regulatory authorities, who have 
kept utility profits at a minimum for 
many years, to dismiss out of hand any 
and all rate increase applications sim- 
ply because they are increases and with- 
out a fair verdict upon the merits of 
the particular case. 
World War I history, both home and 
abroad, demonstrates that during an 
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inflationary period or even in a period 
of mild but general price rise, utility 
rates have always lagged behind the 
unregulated commodity prices.* In 
France, this resulted in partial collapse 
of essential transportation and com- 
munication services at a time when she 
needed them most. 


H™ do the state commissions feel 
about OPA moving into the 
utility rate picture? This writer under- 
took to canvass a representative sec- 
tion of state commission sentiment by 
addressing an inquiry on the subject 
to the chairmen of more than thirty 
state regulatory boards. The answers 
were most enlightening. Of course, 
this exchange of correspondence took 
place before recent developments point- 
ing toward the extension of OPA au- 
thority over utility rates and should be 
considered in that light. Some of the 
commission chairmen, for understand- 
able reasons, did not care to have their 
replies quoted. 

Generally speaking, the state com- 
mission chairmen seemed to be dis- 
posed to welcome OPA intervention in 
utility rate cases before their respec- 
tive boards, and to give respectful at- 
tention. But on the whole they did not 
indicate that OPA arguments would 
be controlling or that rate increase ap- 
plications would be necessarily out of 
order merely because OPA viewed 
them as inflationary. Typical.of most 
of these replies was the following state- 
ment by Chairman Steuart Purcell of 
the Maryland Public Service Commis- 
sion: 


8 See “What Public Utilities Will Find in 
Infla'ion.” By K. Kauffmann-Grinstead, Pus- 
Lic Utinities FortNIGHTLY, February 26, 1942, 
page 267. ; 
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It seems clear to me that there should be 
close co6peration between the state commis- 
sions and those Federal agencies which are 
set up to prevent chaotic disturbance of the 
national economy as a result of the war, and 
it should be helpful to a state commission 
in considering an application for an increase 
in rates to have the codperation of the 
agency which is charged with regulation of 
prices which affect the operating expenses 
of the utility. Moreover, in proceedings be- 
fore our commission, we permit anyone hav- 
ing an interest in a pending case to inter- 
vene and the OPA certainly has a broad in- 
terest in the prevention of any avoidable in- 
crease in utility rates which will increase the 
cost of living. 

Any increase in the cost of living would, 
of course, have an inflationary tendency, but 
if “a utility rate is no longer sufficient to 
yield operating expenses and maintain ade- 
quate service” an increase would appear to 
be unavoidable. 


HAIRMAN Frederick Stueck of the 
Missouri Public Service Commis- 
sion replied in similar vein: 


. the public service commission of the 
state of Missouri has always adopted a very 
liberal policy toward the question on who 
is and who is not a party in interest to pro- 
ceedings pending before it. 

This commission has likewise always fol- 
lowed the plan of permitting the evidence of 
all who could be classified as parties of in- 
terest under any reasonable basis. This com- 
mission has not adopted a policy of freez- 
ing rates at either an upward or a down- 
ward level. The commission feels that it is 
advisable to keep in touch with the situa- 
tion as it develops. 

We have adopted a plan of having a spe- 
cial conference every ninety days for the 
particular purpose of reviewing develop- 
ments which have been taking place and 
trends which seem apparent. 


Likewise, Chairman Henry S. Sher- 
man, of the Colorado Public Util- 
ities Commission (who emphasized 


that he was giving his personal opin- 
ion and that in all fairness it should 
not be taken as controlling as to his 
future view in any case which might 
subsequently arise before the com- 
mission), stated : 


It is my belief that OPA should be al- 
lowed to intervene in any case in which it 
desires. As a general rule, I do not believe 
that its contention that utility rate increases 
are inflationary should be a controlling fac- 
tor. It would seem that the very fact that 
a utility rate is no longer sufficient to yield 
operating expenses and maintain adequate 
service would be indicative of the fact that 
inflation had already occurred—at least so 
far as operating and maintenance costs are 
concerned, and I do not believe it would nec- 
essarily follow that an increase, under such 
circumstances, would be an inflationary in- 
crease. 

<i 

HAIRMAN Frank S. Southard of 

the Maine Public Utilities Com- 

mission called attention to the control- 

ling duty of a state commission under 

its own statutory law on the subject 
of fixing utility rates. He stated: 


. I would advise that I find no pro- 
vision in the statutes of this state under 
which this comm ssion operates that has 
anything directly relating to the subject of 
inflation. As a statutory body, our duties and 
limitations are laid down by the legislature. 

The Office of Price Administration did 
file some papers with us in a recent case, 
where a utility asked for an increase in rates. 
The question of the validity of OPA'’s in- 
tervention was not passed upon, as the util- 
ity subsequently withdrew its application for 
the increase. 

Until the OPA has had a chance to be 
heard on their reasons for intervention, I do 
not think it would be fair for this commission 
to intimate in advance whether such an in- 
tervention would be allowed, or not. 


e 


“Generally speaking, the state commission chairmen seemed 
to be disposed to welcome OPA intervention in utility rate 
cases before their respective boards, and to give respectful 
attention. But on the whole they did not indicate that OPA 
arguments would be controlling or that rate increase applica- 
tions would be necessarily out of order merely because OPA 


viewed them as inflationary.” 
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Again, I know of nothing in our statute 
which says that rate increases which are 
inflationary have anything to do as a con- 
trolling factor in determining the approval 
or disapproval of the increase. 

A most thought-provoking reply on 
the entire subject of OPA intervention 
in utility rate cases came from Chair- 
man R. W. Peterson of the Wisconsin 
Public Service Commission. This, we 
will recall, was the commission upon 
which the new director of the OPA 
division of transportation and utilities 
so recently sat as associate member. 
Chairman Peterson reviewed the posi- 
tion outlined by his commission in the 
Wisconsin Telephone Case already 
mentioned. He continued : 

As to the answer to your first question, 
namely, “Should OPA intervention in rate 
cases be allowed as a general rule?”, my 
answer is “No” for the following reasons, 
OPA is a recent creation with no background 
in this particular field, whereas in most 
states the regulatory commissions have been 
in existence for a long period of time and 
are staffed by experts of long standing in 
this field. It does not appear to me that 
without an adequate staff to make investiga- 
tion of each individual rate case OPA can 
be of any material assistance, I believe that 
all of the state regulatory bodies are cog- 
nizant of their duties in relation to rate 
problems and are amply willing and able 
to carry out their functions without advice 
or assistance from a body that is possessed 
with fewer facts, or ability to obtain them, 
than the state regulatory bodies have. 


T might be repeated that Chairman 
Peterson wrote this at a time when 
there was no indication that the origi- 
nal Price Control Act might be amend- 
ed or enlarged so as to give OPA ju- 
risdiction to limit utility rates. He re- 
viewed the various exemptions in the 
original price-control statute and ex- 
pressed some doubt as to the position 
taken by OPA that the success of its 
general price-control program war- 
ranted its participation in the field of 
public utility rates even though it has 
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(or at that time had) no jurisdiction 
to fix such rates. Chairman Peterson 
stated: 


_ When Congress has definitely made exclu- 
sions in the authority of a commission or 
other governmental agency, I cannot feel 
that such commission or other governmental 
agency, in total disregard of congressional 
mandate, should be permitted to say we 
have concluded that we should enter into 
this field. If OPA is to interest itself in any 
one of the matters that Congress has stated 
that it should not have authority over, then 
it appears to me that they may likewise de- 
cide to enter into all of the other excluded 
fields. I can conceive the consternation caused 
if OPA would attempt to assume jurisdic- 
tion over exclusion number (1) (wage reg. 
ulation), above listed. J would voice no ob- 
jection to these matters if Congress after 
full and free discussion had given this au- 
thority, but I cannot believe that creatures of 
the law should exceed the law that created 
them. (Italics supplied.) 

Chairman Peterson concluded that, 
in his opinion, where existing rates are 
no longer sufficient to yield operating 
expenses and maintain adequate serv- 
ice, and where existing rates tend to- 
ward financial instability of the utility, 
there is ample justification for an in- 


crease under such circumstances. 


| pmngespe's Justus F. Craemer of 
the California Railroad Commis- 
sion states that it has always been the 
policy of his board to permit any in- 
terested party to intervene in a rate 
proceeding. That would, of course, 
include the OPA. In addition, he ob- 
serves that the California Utilities Act 
requires a showing whether a sought 
increase in rates is justified by sup- 
porting evidence. Whether or not con- 
trolling weight would be given to a rate 
increase which is claimed to be infla- 
tionary, says President Craemer, 
“would depend upon the kind of in- 
crease sought as well as the evidence 
adduced in its support.” He noted that 
the California board has always wel- 
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comed the views of the OPA and that 
the OPA has on occasion sought the 
judgment of the commission upon Cali- 
fornia rate matters. 

The Washington State Department 
of Public Service, likewise, has no ob- 
jection to OPA’s intervention and, on 
its Own initiative, early this year in- 
vited OPA to appear in formal hear- 
ings on proposed rate increases. Fred- 
erick G. Hamley, director of the Wash- 
ington department, stated that his 
board would not stand on any legal for- 
mality as to the right of an interested 
party to intervene, provided the latter 
could present helpful information. 

Director Hamley hesitated to ex- 
press any advance opinion as to the 
weight to be given an OPA contention 
that a particular utility rate increase 
would be inflationary, except to say 
that the argument would be given very 
serious consideration in view of the 
Federal anti-inflation policy. He 
pointed out that the Washington de- 
partment last June issued a circular 
letter to all carriers in that state call- 
ing attention to the fact that the March 
freezing of the general price level made 
it more difficult for the shipping and 
commercial public to absorb increased 
carrier rates. Mr. Hamley stated: 


It will be noted that the above action by 
the department did not itself constitute ac- 
ceptance of the anti-inflationary policy as a 
reason for holding down rates, but was mere- 
ly a recognition that such a policy applied 
generally in the form of price ceilings pro- 
duced a condition which made the application 
of rate increases unduly burdensome. The 
Washington Department of Public Service, 
however, has recently given definite recog- 
nition to the anti-inflationary policy as a 
factor in rate making. In a case involving 
a request for a 74 per cent increase in city 
cartage rates in Seattle, Cause. No. F 
7566, the department in granting a 4 per 
cent increase, based upon an allowed 7 per 
cent rate of return, made this statement in 
‘the opinion: 
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Due to war conditions, the usual under- 
standing as to what constitutes a fair rate of 
return, must be examined in the light of 
governmental policy against inflation and the 
raising of prices. While the rates of com- 
mon carriers are not subject to the price regu- 
lation of the Office of Price Administration, 
the rates of such carriers are a potent fac- 
tor in price levels. . . . 


Director Hamley concluded, how- 
ever, that in his own opinion “OPA 
and several other Federal war agencies 
are engaging in some activities which 
could be more effectively, fairly, and 
economically performed by existing 
state regulatory boards.” Having ad- 
vanced this constructive suggestion in 
the past and being overruled on such 
matters, Director Hamley said his 
board would continue to codperate and 
assist such Federal agencies “to the 
fullest extent that they desire or will 
permit.” 


Bummer R. Bean, public utility 


commissioner of Oregon, indi- 
cated that the OPA is welcome to in- 
tervene in rate cases in his state. He 
makes an interesting point to the ef- 
fect that “by the use of original cost 
less depreciation as a yardstick, infla- 
tion becomes a minor factor in deter- 
mining the level of rates.” The Oregon 
commission has a policy of continuous- 
ly checking the earnings of utilities, re- 
sulting in savings through rate cuts. 
Commissioner Bean added that 
small manufactured gas companies are 
confronted with a serious problem in 
Oregon. He noted that there was an ap- 
plication before him at the time by 
a gas utility to permit adjustment of 
rates by way of a surcharge to cover 
increased operating costs brought 
about by increases in freight rates in 
coal and petroleum fuel, as well as 
through uncontrolled wage increases. 
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Central Valley Rounds 
Into Shape 


Pact f. 


Secretary of Interior Ickes on August 11th announced that high priority 

ratings had been allowed by the War Production Board for the completion 

of Shasta and Keswick dams, important units of the Central Valley project. 

Just how big a part of the Pacific power picture is Central Valley? How 

near is it to completion? What about the water versus power issue? These are 

questions which complicate any attempt to comprehend the true significance 
of Central Valley. This article undertakes to answer them. 


By THOMAS L. NORTH 


OR ten years, the question of dis- 
] keer Central Valley project 

power through public channels 
has been an issue of varying intensity 
in California. Since the inauguration 
of Governor Culbert L. Olson on Jan- 
uary 2, 1939, this issue has been par- 
ticularly prominent. Not only is the 
present state administration in Califor- 
nia strongly “public power” minded, 
having built up elaborate plans for a 
public distribution system, but encour- 
agement along this line has been given 
the California governor by Secretary 
of the Interior Harold L. Ickes, who is 
charged with the responsibility of ad- 
ministering the Central Valley project 
through the Bureau of Reclamation. 
However, the California state legisla- 
ture thus far has been consistently anti- 
Olson and economy minded, and has 
rejected every legislative proposal 
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aimed at public power distribution. 

Our entrance into the war has 
thrown a bombshell into this peace- 
time background. Enforced pooling of 
all public and private resources now 
appears to have definitely eliminated 
the public ownership movement in 
California for the “duration.” But 
has the issue sufficient vitality to recur 
after the war? This question is being 
asked by many. 


eee Gas and Electric Company 
has long striven to work out a pur- 
chase arrangement whereby it would 
absorb all Shasta dam power, and has 
been turned down flatly by the Depart- 
ment of the Interior. Now, under the 
stress of war-time conditions, the Sen- 
ate Appropriations Committee has 
recommended that the “Secretary of 
the Interior and the Pacific Gas and 
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Electric Company immediately enter 
into a contract, for the duration of the 
war and a reasonable time thereafter, 
for the complete pooling of all public 
and private power facilities which will 
result in delivering the greatest amount 
of power to war industries in the least 
possible time and with the greatest 
economy in the use of critical and 
strategic materials. Any such contract 
should provide for recapture, without 
prejudice, of any advantages which 
temporarily may accrue to either 
party.”” In some quarters, hope runs 
high that such a pooling arrangement 
will convincingly demonstrate to the 
public that Shasta power can be more 
economically distributed through exist- 
ing channels than by resort to expen- 
sive duplication. 

However, the finally enacted Senate 
version of the 1942-43 Interior appro- 
priations bill appropriated $3,723,000 
for transmission lines from Shasta 
dam to Antioch, and $200,000 for pre- 
liminary engineering studies on the 
proposed Antioch steam plant. This 
places the camel’s nose inside the tent, 
for it provides the basis for seeking 
further appropriations to complete the 
$20,000,000 duplicating transmission 
line and the $15,000,000 standby 
steam plant, a program ardently sought 
by public ownership proponents. All 
transmission - line and _ steam - plant 
funds had been deleted from the House 
version of the bill, and from the act of 
the preceding year. 


ES temper of the Senate Appro- 
priations Committee is set forth as 
follows (June, 1942) : 
To obtain maximum revenues from that 
source (the Central Valley project) the Bu- 


reau of Reclamation should be in a position 
to deliver the power to the best obtainable 
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market and to more than one customer. 

When transmitted to such point or points, 

said bureau should be able to make such 

power firm by the construction of an aux- 
iliary steam plant. 

The committee recognizes that the con- 
gressional policy respecting the Central Val- 
ley project was adopted. during a period of 
profound peace and that our country is now 
engaged in a desperate struggle for its ex- 
istence. Everything must yield to winning 
the war, but any action taken to insure vic- 
tory should not be of a character which will 
prevent a prompt return to the power plan 
heretofore established for the Central Val- 
ley project. 

With the Bureau of Reclamation 
giving active study to other units of 
the “state water plan,” particularly the 
American river project, as sources of 
power and water, and the prospect that 
many such units will be undertaken as 
post-war projects, it seems likely that 
the public power issue, though dor- 
mant, will remain alive during the war, 
and will flare up again after the war. 

Meantime, the war has changed the 
status of construction on the Central 
Valley project. Some features of this 
$263,990,000 program are considered 
to be vital to the war effort with con- 
struction advancing under high prior- 
ity ratings, while other features are re- 
garded as being subordinate to more 
urgent war needs elsewhere, and re- 
quire indefinite postponement of con- 
struction. 


i iw 75 per cent completed Shasta 
dam, largest and most important 
feature of the project, is being given 
the ‘full steam ahead”’ signal, in order 
that the some 1,500,000,000 kilowatt 
hours of power annually may be avail- 
able by late 1943 and early 1944 to 
meet what the Federal Power Commis- 
sion estimates will be a power shortage 
in the northern California area, a vital 
war-time industrial region. Friant 
dam, a smaller storage dam at the 
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southern end of the Central valley, is 
now virtually completed, but is not de- 
signed to generate power. Construc- 
tion on the some 300 miles of main 
trunk canals has barely been started, 
and has been indefinitely postponed, be- 
cause the building materials are needed 
elsewhere. These canals must be com- 
pleted before the much needed irriga- 
tion benefits may be obtained from the 
project. Thus, it appears that the net 
effect of emergency rulings concerning 
the Central Valley project has been to 
subordinate irrigation to power pro- 
duction. 

For background purposes, Table I 
gives a statistical summary of the main 
construction features of the project 
while Table II provides a cost estimate 
breakdown of the various items 
planned for construction. Based on 
1933 costs, the project was estimated 
to involve a $170,000,000 outlay. This 


estimate was increased to $228,010,- 
000, and again to $263,990,000 with 
certain features added. Thus far, ap- 
proximately $150,000,000 has been al- 
lotted for construction, carrying 
through the fiscal year ending June 30, 
1943. 


jy dear California, served by 
Pacific Gas and Electric Com- 
pany, is rated by the Federal Power 
Commission as one of the nine vital 
areas in the national defense effort. 
Not only is production, including ship- 
building, oil refining, steel output, and 
chemical manufacture, directly vital, 
but the port of San Francisco has ob- 
vious strategic importance in the war 
of the Pacific. War-time electrometal- 
lurgical plants requiring large quanti- 
ties of power are being erected in this 
area for strategic metal production. 
Despite large addition of generating 


TABLE I 
STATISTICAL DATA ON THE CENTRAL VALLEY PROJECT 


The Great Central Valley: 


Elevation 
Gross area of basin 
Irrigable area of project 
Population: 1930 

1940 


The Dams: 
Maximum height 
Crest length 
Top thickness 
Base thickness 
Concrete content 
Drainage area 
Reservoir 
Reservoir length 
Reservoir capacity 
Power plant capacity 

The Canals: 
Friant-Kern 
Madera 


5,600,000 cubic yards 
6,665 square miles 1,630 
30,000 acres 


4,500,000 acre feet 
375,000 kilowatts 


Almost 500 miles 
About 50 miles 

Sea level to 400 feet 
58,150 square miles 
2,000,000 acres 
961,850 

1,249,515 


Friant 
300 feet 


Shasta 
560 feet 
3,500 feet 3,500 feet 

37 feet 20 feet 
580 feet 250 feet 

1,500,000 cubic yards 
square miles 
4,500 acres 
15 miles 
520,000 acre feet 
none 


Diversion Capacity 
3,500 second feet 
1,000 second feet 
350 second feet 
3,000 second feet 


35 miles 


Length 
160 miles 
40 miles 
46 miles 
100 miles 


Sources: U. S. Department of the Interior, U. S. Bureau of the Census. 
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capacity, the FPC estimates that there 
will be a power shortage in this area 
several years from now. In contrast, 
President James B. Black of Pacific 
Gas and Electric Company recently 
testified before the Senate Appropria- 
tions Committee that his company now 
has a war load of 500,000 kilowatts, of 
which shipyards are taking 60,000 kilo- 
watts, but that there is no power short- 
age existing or impending in the terri- 
tory, in view of the company’s heavy 
expansion program. 

Shasta dam by late 1943 or early 
1944 will have available a 375,000- 
kilowatt powerhouse,’ backed by a 
storage reservoir holding 4,500,000 
acre feet. Nine miles downstream, 
Keswick dam is being constructed, 
with a 75,000-kilowatt installation 
planned. The combined annual output 
of these hydroelectric plants is esti- 
mated at around 1,500,000,000 kilo- 
watt hours. About one-third of this 
power will eventually be required to 
pump water from the Sacramento val- 
ley, where there is a water surplus, into 
the San Joaquin valley, where there is 
a mounting water shortage. However, 
with construction of canals in the San 
Joaquin pumping system indefinitely 
deferred, virtually the entire output of 
these plants will be available for war 
purposes. (The small Contra Costa 
canal lacks 9 miles of being finished 
and will require an_ insignificant 
amount of project power. ) 


HE amount of firm power which 
will be derived from this 450,000- 
kilowatt installation is not impressive, 


1 The two 75,000-kilowatt generators in stor- 
age awaiting completion of Shasta dam were 
recently ordered moved to Bonneville for im- 
mediate installation there. Three other units 
are in various stages of manufacture. 
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and presents both a problem and an is- 
sue. Power production is legally sub- 
ordinate to other features of the proj- 
ect. The Rivers and Harbors Act of 
August 26, 1937, which authorized the 
Central Valley project, stipulated that 
Shasta dam and reservoir “shall be 
used, first, for river regulation, im- 
provements of navigation, and flood 
control; second, for irrigation and 
domestic uses; and, third, for power.” 
Hence, the reservoir must be operated 
primarily to move water to the south 
San Joaquin (this cannot be accom- 
plished until the canals are construct- 
ed), assist navigation on the Sacra- 
mento river, provide flood control, and 
repel salt water intrusion into 400,000 
intensively cultivated acres in the 
“Delta region” near San Francisco 
bay, with power development subordi- 
nated to these operations. It has been 
variously estimated that in a year of 
normal rainfall, firm power will range 
somewhere around 100,000 kilowatts 
(some of which ultimately must be re- 
served for project pumping). By way 
of contrast, Pacific Gas and Electric 
Company, which serves virtually all of 
the northern California area, has a 
load which is running around 5,000,- 
000,000 kilowatt hours annually, with 
a maximum peak demand of some 
1,200,000 kilowatts, and plans to add 
344,000 kilowatts in 1942 and 1943 to 
its 1941 year-end capacity of over 
1,400,000 kilowatts (of which 38 per 
cent is steam). 

In a dry year, firm power available 
from the project would shrink to insig- 
nificant proportions. John C. Page, 
Bureau of Reclamation Commissioner, 
testified in House committee hearings 
on the 1942 Interior Department ap- 
propriation bill: “There have been 
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TABLE II 
ESTIMATED COST OF CENTRAL VALLEY PROJECT 


Features 
Sacramento office: Water rights, investigations, 
Kennett division : 
Shasta dam 
Shasta power plant (4 units) 
Shasta power plant (fifth unit) 
Railroad relocation 
Highway and utilities relocations 
Reservoir clearing and right of way 
Keswick dam and power plant 
Migratory fish control 
Transmission lines 
Transmission lines, third circuit 
Antioch steam plant 


Total, Kennett 


Friant division: 
Friant dam and reservoir 
Friant-Kern canal 
Madera canal 


Total, Friant 
Delta division : 
Contra Costa canal 
San Joaquin pumping system 
Delta cross channel 
Total, Delta 
Grand total 


# Supplemental estimates. ; 
Source: U. S. Department of the Interior. 


Estimated 
Ultimate Cosi 
$5,616,000 


NO co arenarsce aire lehe aula sate Shave steaentes 


$19,900,000 
6,000,000 
1,843,000 


$47,743,000 


$42,932,000 
$263,990,000 





years of record when the output of the 
Shasta plant probably would not ex- 
ceed 30,000 kilowatts out of a 375,000- 
kilowatt plant; but if your water is as 
short as that, unless you have this 
steam (proposed Antioch steam plant) 
to augment it, your power load is gone 
or else your water is taken away from 
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somebody that needs it for irrigation. 
... Ina year of real low water, the 
hydro plant would probably not pro- 
duce enough power to pump the water 
up into the San Joaquin valley.” 


Bove situation gives rise to the 
problem of firming Shasta power, 
82 
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a necessary step if this power, as an iso- 
lated operation, is to have substantial 
value. The Bureau of Reclamation de- 
sires to firm this power by erecting a 
150,000-kilowatt steam plant at An- 
tioch, near San Francisco bay, at a cost 
of $15,000,000, and to install three 
transmission lines from Shasta to 
Antioch at a total cost of $20,124,000. 
Incidentally, a steam power plant would 
be a new venture for the Bureau of 
Reclamation, which has formerly em- 
phasized irrigation and land reclama- 
tion, and treated power as an inci- 
dental by-product. 

The recent 1942-1943 appropria- 
tions law earmarked $3,723,000 as an 
initial appropriation for transmission 
lines, and $200,000 to complete all 
engineering work necessary for con- 
struction of a steam plant at Antioch, 
after the House committee had elimi- 
nated all appropriations for these fea- 
tures. The Senate report, however, 
commented: “‘. . . in order to make cer- 
tain that a fixed policy is not to be aban- 
doned by failure of appropriate funds 
to carry it into effect, it is recommend- 
ed that the $3,723,000 heretofore ap- 
propriated for the Central Valley 
transmission system be restored to the 
bill.” 

An argumentative issue has long re- 
volved around Pacific Gas and Elec- 
tric’s ability and fitness to firm up Shas- 
ta power, either by absorbing the entire 
output available for sale into its own 
system or by supplying the standby 
necessary to make it firm power. Pacific 
Gas and Electric with its many storage 
reservoirs, operated solely for power 
purposes, and its steam plants, coupled 
with its system load diversity, appears 
to be in a position to distribute or firm 
up this power, and has offered to do so. 
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Also, this utility has offered to transmit 
Shasta power over its existing trans- 
mission lines, which already run be- 
tween a point within a few miles of 
Shasta dam and the project’s load cen- 
ter at Antioch. The Bureau of Recla- 
mation, however, has rejected these 
offers. 


rN for the peace-time distribution of 
Central Valley power through 
Pacific Gas and Electric Company, the 
Reclamation Law of 1939 requires 
that, price being equal, preference be 
given to public agencies in the sale of 
reclamation project power. Secretary 
Ickes has forcefully stated that he de- 
sires California to provide public out- 
lets for this power. Moreover, Com- 
missioner Page testified his belief (be- 
fore the House Appropriations Com- 
mittee) that Pacific Gas and Electric 
Company, in view of the expected 
future power shortage, will not have 
adequate capacity to firm this power, 
or sufficient transmission line surplus 
to transport it to load center. 

It seems doubtful, however, if the 
materials will be made available for the 
transmission line or the steam plant for 
the duration of the war. The WPB 
now has direct control over power, and 
regards it as just another commodity 
to be used in the most efficient manner 
possible. President Black of Pacific 
Gas and Electric submitted to the Sen- 
ate Committee on Appropriations the 
estimate of material savings if the 
company takes Shasta power and dis- 
tributes it over its own system. (See 
page 484.) 

Likewise, the steam plant would re- 
quire valuable machinery and materials 
which are urgently needed elsewhere. 

If Shasta power is ever to be 
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If Government Builds Transmission 
1942-43 


9,800 
5,100 


700 
38,000 


Ultimate 


Steel (tons) 
Copper (tons) 
Zinc (tons) 
Cement (bbls.) 


marketed independently, some “‘firm- 
ing” arrangement is essential. But with 
war-time urgency requiring the pooling 
of public and private facilities, Pacific 
Gas and Electric will completely absorb 
Shasta power into its system. Thus, it 
will be difficult for the public owner- 
ship group to argue, after the war, that 
the private company does not have the 
capacity to transmit or firm this power, 
making it more difficult for this group 
at a future date to justify duplication in 
transmission lines and steam facilities. 


Pesan postponement of the 

Central Valley canals brings seri- 
ous agricultural problems to farmers 
in the large and productive San Joaquin 
valley area, inasmuch as the irrigation 
benefits of the project will be virtually 
deferred until such time as the com- 
pleted project can be operated as an in- 
tegrated unit. 

Completion of Shasta and Keswick 
dams will restore the navigability of 
the Sacramento river in its upper por- 
tions, guard against floods rising in 
headwaters above the dam, make possi- 
ble the repulsion of salt water in the 
delta region, and make available all the 
power scheduled to come from the 
project. 

The Contra Costa canal, a rela- 
tively minor portion of the project, is 
already bringing badly needed water to 
the industrial area above San Francisco 
(but priorities are holding up the com- 
pletion of the last 9 miles, a blow to 
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If PG&E 
Takes Power 
4,100 

80 
2,900 


the city of Martinez). However, the 
completed Friant dam, costing $19,- 
900,000, must stand virtually useless 
until 300 miles of main canals are com- 
pleted. 

Some work has been done on the 40- 
mile Madera canal, which will carry 
water from the Friant reservoir north- 
ward to a central portion of the San 
Joaquin valley. However, Secretary 
Ickes has rejected all bids on the first 
segment of the 160-mile Friant-Kern 
canal, which is designed to divert 
Friant reservoir water to a dry area in 
the southern portion of the San Joa- 
quin valley. These bids were rejected on 
grounds that the materials are needed 
elsewhere in the war effort. 

However, even if the Madera canal 
and the Friant-Kern canal were com- 
pleted, water could not be diverted into 
them until the 100-mile San Joaquin 
pumping system comes into operation. 
This system, still on paper, will pump 
Sacramento river water well upstream 
into the San Joaquin river to provide 
the farmers in that area with substitute 
water to compensate for the water di- 
verted above them into the Madera and 
Friant-Kern canals. Because of an in- 
tricate water rights’ situation, San 
Joaquin river water cannot be diverted 
from Friant reservoir until this sub- 
stitute supply is provided. This renders 
Friant dam (not a power producer) an 
ineffective structure until these canals 
are completed, thereby stalling all irri- 
gation plans for the San Joaquin valley. 
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Ts 1942-43 appropriation makes 

a gesture towards easing this 
situation, by making $1,260,000 avail- 
able for the Friant-Kern and Madera 
canals (and a like amount for com- 
pletion of the Contra Costa canal). 
However, even if construction ma- 
terials were available, the $1,260,000 
appropriation compares with $1,843,- 
000 needed to build the short Madera 
canal (partly constructed) and $26,- 
000,000 required for the important 
Friant-Kern canal (not yet started). 
Nothing has yet been appropriated for 
the vital San Joaquin pumping system 
and Delta cross channel, which will cost 
an estimated $38,182,000. Thus, out of 
a total of $39,019,000 appropriated for 
the Central Valley project in 1942-43, 
the canal system received only $2,520,- 
000. 

An acute water shortage situation is 
developing in the San Joaquin valley, 
particularly in Kern, Tulare, and Fres- 
no counties. The land under cultivation 


there far exceeds the water supply 
available. Underground pumping has 
brought receding water tables to the 
point where wells are down 275 feet, 
too far to operate economically. Almost 
100,000 acres have gone out of culti- 
vation already, and 200,000 more acres 
of lush crop lands, yielding $20,000,- 
000 of produce annually, are doomed to 
the same fate unless a new water sup- 
ply is forthcoming. The primary irri- 
gation function of the Central Valley 
project is to save existing crop lands, 
but it is officially estimated that in addi- 
tion to providing water for the aban- 
doned acreage, some 100,000 to 175,- 
000 acres of new land not hitherto 
farmed may be brought under cultiva- 
tion. Table III summarizes the land 
situation in the Central Valley. 


bb issue might well be raised in 
this instance as to which is more 
important to the war effort—agricul- 
ture or power, As has already been 


TABLE III 


LANDS IN THE CENTRAL VALLEY 
(In Acres) 


Gross 


Agricultural Maximum 
Cultivated 


Area 


Sacramento Valley ... 6,000,000 1,760,000 
Delta and Upper Bay 
Region 


San Joaquin Valley .. 


400,000 
2,720,000 


8,220,000 


Under Central 
Valley Project 
Lands to 
Receive New Lands 
PresentlySupplemental W hich Can 
Irrigated Water BeServed 


540,000 400,000 85,0002 


Net 
Irrigable 


3,870,000 


430,000 
5,700,000 


320,000 
2,220,000 


400,000 
1,200,000 2 


30,000 3 
60,000 4 





14,670,000 4,880,000 


10,000,000 3,080,000 2,000,000 175,000 


1 Includes 50,000 acres of abandoned crop lands to be restored to production; does not include 
260,000 acres of irrigated land to be given exchange supply of water. 
2 Under existing works diverting from Sacramento river. 
8 Under Contra Costa canal west of Delta proper. 


* Under San ae oe pumping system. 
Source: United 


tates Department of the Interior. 
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indicated, the actual firm power to be 
derived at Shasta dam is not particu- 
larly impressive in quantity or quality, 
because of the restricted amount of firm 
power available. On the other hand, 
the Secretary of Agriculture has called 
upon the farmers of the nation to pro- 
duce intensively. To the farmers of the 
West, particularly, goes the task of 
producing the surplus required to feed 
the nation, and to send to allied nations. 
Every year, more than 90,000 carloads 
of fresh fruits and vegetables are 
shipped from the Central valley to out- 
of-state markets, three-fourths of 
which are more than 2,000 miles away. 
Completion of the irrigation features 
of the project, it is argued, would hold 
in production many rich acres now 
threatened, and would return or re- 
claim 200,000 to 275,000 acres. 

In the post-war period, the fertile, 
well-irrigated acres of the San Joaquin 
valley would be an important anchor to 
thousands of persons presently ab- 
sorbed in California defense industries. 
Prior to the war, large numbers of 
“dust bowl” migrants sought refuge 
there. Delay in the water program for 


this area besides having a direct bear- 
ing upon war food production might 
have unfortunate social consequences 
far outweighing the power involved. 
Also, plans are afoot to raise the 
guayule plant in the San Joaquin valley 
to ease the rubber shortage. 


Ky were the entire project, includ- 
ing the main canals, completed, the 
problem of bringing water to indi- 
vidual farms would remain. Lateral 
canals are now authorized as a part of 
the project, though not provided for in 
the $263,990,000 cost estimate, and no 
money has been appropriated for them. 
Farmers near the Contra Costa canal 
apparently will receive the benefits of 
federally financed laterals. This ap- 
pears to be the only way to get the 
water to the farmers, for the irrigation 
districts have limited credit facilities. 
Thus, it appears to be a definite aim 
of the Bureau of Reclamation to pro- 
vide laterals with interest-free money, 
repayable in forty years (Reclamation 
Law terms). Power enthusiasts hope 
that this method can ultimately be used 
to finance power districts in this area. 





Our Four Duties 


6¢ As we move forward toward realizing the Four Freedoms 
of this people’s revolution, I would like to speak about 
four duties. It ts my belief that every freedom, every right, 
every privilege has is price, its corresponding duty, without 
which it cannot be enjoyed. The four duties of the people’s 
revolution, as I see them today, are these: 
“1. The duty to produce to the limit. 
“2. The duty to transport as rapidly as possible to the field of battle. 


“3. The duty to fight with all that is in us. 
“4. The duty to build a peace—just, charitable, and enduring.” 


—Henry A. WALLACE, 
Vice President, 
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It’s Time to Talk about Your 
Cars in the Barn 


People worry about transportation, and develop all 

sorts of wild ideas. And wildcat competition is in 

the saddle again, riding under the war banner. The 

time has come for utility men to give the public 

some facts about their ability to solve the war trans- 
portation problems. 


By JAMES H. COLLINS 


HORTAGES in utility transporta- 
tion have now reached a stage 


where the well-known American 
inventiveness has come into play, and 
promises to find substitutes for every- 
thing. 

Meanwhile, southern California util- 
ity executives find themselves with 
cars in the barn, and are beginning to 
realize that the little foxes are nibbling 
at the vines, and somebody will evi- 
dently have to do a job. 

It seems to be their job, and this 
article will endeavor to point it out. 
In some ways it will be critical. Let us 
remember that we are criticizing chief- 
ly confusion, which is to be expected 
at this stage of the game. 

In our daily papers here, as probably 
in your own, we find warm citations 
of inventive citizens who perform 
deeds like this: 

There is a long, straight street lead- 
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ing from a residence area to a war 
plant—say, 10 miles. 

Every morning, thousands of war 
workers must go out that street to the 
war plant, and come back at night— 
with three shifts, they do it six times 
every day, including Sundays. 

Unless those workers get to their 
work, the war effort is going to be 
stymied—everybody knows that, and 
many good citizens lie awake nights 
worrying about it, bringing inborn 
American inventiveness to bear upon 
it, turning it over and over— 

Until, some morning, the newspa- 
pers announce that the answer has been 
found. 

The rubber and auto situation has 
left lying idle a fleet of motor vehicles 
that were formerly used for road haul- 
ing of cars from Detroit. They are 
big, powerful, long—and certainly 
ugly. 
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The solution is to transform these 
vehicles into crude busses for war 
workers. The seats will be rough, of 
course, and the shelter in rainy weather 
rather sketchy. Never mind! These are 
men in overalls; they won’t mind even 
splinters in the seats ; while, as for rain, 
it seldom rains in our climate. 

Thankfully, the public sees, in its 
mind’s eye, thousands of war workers 
rolling down that street; the problem 
is solved—turn over to the sports page. 


N~ nobody seems to remember 
that down the same street there 
is a perfectly good trolley line—except 
the president of the street car com- 
pany that owns the line. By an effort 
of memory, he recalls that the stagger- 
hour plan for street cars, adopted last 
spring in the Los Angeles area, has 
released several hundred cars. They 
are a little dated, but they did haul peo- 
ple until, under the stagger plan, he 
was able to haul half as many more 
people with two-thirds of his cars. 
There are no splinters in the seats, and 
the protection from rain is 100 per 
cent. 

So far, he has been able to haul over 
that route all the war workers he can 
get, and he would like to have some 
more. 

But the emergency plan for convert- 
ing auto-caravans into near-motor- 
busses, taking no account of the cars 
in his barn, would parallel his tracks, 
skim the cream off his traffic—and use 
up motor equipment and rubber that 
may very well be needed elsewhere be- 
fore we get through this thing. 

In a community services journal that 
reports technical progress for public 
officials, we find another article, telling 
how the people of Mudville, made des- 
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perate by the transportation shortage, 
have wangled themselves an old school 
bus chassis here, and sent far off for 
a discarded motorbus body, and, put- 
ting the two together, have solved the 
problem for Mudville—which also has 
a lean trolley company with cars in the 
barn, ready to haul more people over 
the tracks that connect it with all points 
of the compass. 


OR months, now, the public has 

heard about the transportation 
crisis hanging over us, due to the rub- 
ber shortage, the building of new war 
plants in new places, the additional 
millions of war workers to be hauled 
to their jobs. 

From Washington, there have been 
predictions of terrible things to come, 
and promises that unless something is 
done by the people, it will be necessary 
to get tough. 

We can’t blame the people for think- 
ing that the catastrophe is likely to 
happen any minute, that the thing 
hanging over us will fall. The people 
worry, and they invent, and they are 
commended as good citizens for any 
solution, from converted motor vehi- 
cles to scooters. 

Meanwhile, we find transportation 
men who would be glad to have some 
more traffic. In southern California, 
war has brought them an increase, and 
through the stagger-system, by which 
people have been persuaded to slightly 
change their hours for traveling to 
work, the transportation men are haul- 
ing bigger loads with less equipment. 

They have taken such a juicy bite of 
profitable traffic, for the first time in 
many years, that they are ready for 
another big bite. They are making 
money. It is common now for utility 
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executives to go before the regulating 
officials and cancel applications for in- 
creased fare put in months ago. Or if 
the application hangs over, the regu- 
lators merely look at their recent oper- 
ating figures, and say, “You don’t need 
any increase—you’ve been making 
money since June.” 


W: have clearly reached the point, 
in this emergency, where every- 
body needs some facts. 

How many people were carried by 
the utilities in Yourtown, Ourburg, 
and Theirville before Pearl Harbor? 

How many are being carried now? 
If the worst comes, and there are ab- 
solutely no more private automobiles, 
how many will have to be carried— 
and how many the next three, six, nine 
months, as the cars progressively go 
out ? 

Talking as toughly as you can, and 
supposing the worst does happen, how 
bad can it possibly be-——how many more 
people to haul than facilities for haul- 
ing them? 

It seems to be a fact-finding job for 
the utility executive, because he has 
most to lose, and most to gain—also, 
he has those idle cars in the barn, and 
could probably get a lot more revenue 
out of his motorbusses if permitted to 
double up and switch around. 


7 


For example, here in the Los Ange- 
les area, there are two utility compa- 
nies with busses serving two war in- 
dustry areas. With a little shifting of 
hours, and schedules, and teamplay be- 
tween the companies, to operate as one 
organization in handling the traffic at 
that point, they could probably double 
the number of passengers per operat- 
ing mile, and provide a margin for 
what-may-come that would take care 
of growth past anything any utility 
man would ever dream of in his most 
optimistic moment. 


HE utility man is the fellow to get 

facts, because in the present state 
of confusion, and public helpfulness, 
it is his ox that is being gored. 

If he protested that the inventive 
people who want to convert motor ve- 
hicles, and parallel his tracks, are sim- 
ply those old competitors, the wildcat 
bus and jitney operators, he would 
probably be denounced as unpatriotic, 
and selfish. 

Yet—what else are they ? True, their 
motives are good; they are often pub- 
lic officials, really worried about the 
coming transportation crisis, ready to 
operate emergency busses without 
profit—yet they are wildcats, neverthe- 
less. The utility executive has to send 
the company attorney to all the meet- 


“. . in the Los Angeles area, there are two utility com- 
q panies with busses serving two war industry areas. With a 
little shifting of hours and schedules and teamplay between 
the companies, to operate as one organization in handling 
the traffic at that point, they could probably double the num- 
ber of passengers per operating mile, and provide a margin 
for what-may-come that would take care of growth past 
anything any utility man would ever dream of in his most 


optimistic moment.” 
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ings to show that these bright projects 
simply duplicate existing facilities. 

One fact can be brought to light to 
prove that the public-spirited wildcat- 
ters are just that—they always go 
straight for the heaviest traffic; they 
have the instinct of the kitten for rich 
cream. 

Since our stagger plan went into ef- 
fect last May, Ralph T. Dorsey, its 
father, Los Angeles city traffic engi- 
neer, has spent a great deal of his work- 
ing time in meetings, called for the 
purpose of solving transportation prob- 
lems. 

There are more of these meetings 
than are ever held in ordinary times, 
and they are attended by citizens who 
would ordinarily never think of offer- 
ing their views on transportation, or 
any other technical function of the 
community, but these are war times, 
the citizen has been warned that some- 
thing impends, threatens, will get you 
if you don’t watch out— 


EETINGS seem to be as inseparable 
from war as bloodshed, and most 
citizens will agree with the one who, 
after attending several of them, to dis- 
cuss civilian defense, and finding that 
everything else was discussed as well, 
said with a sigh, “I love my country, 
and am willing to die for it, if neces- 
sary—but does it have to be death by 
old age, in a meeting?” 

Dorsey has come to the conclusion, 
after several months of it, that war 
transportation problems can be solved 
best by transportation men, if they are 
not hampered by well-meaning people 
who do not know very much about ac- 
tual conditions, and who propose all 
sorts of fantastic solutions. 

He is also coming to the conclusion 
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that the problem isn’t as bad as people 
think it is, and that as we go along, 
meeting each real pinch in rail or bus 
service, using equipment on hand, we 
may find that the greatest loads can be 
comfortably carried with what we 
have. 

That sounds different from the pre- 
dictions of overwhelming loads to 
come. 

But the predictions of breakdowns 
in trolley and bus service are generally 
based on mass figures of the total num- 
ber of war workers to be hauled, what 
is going to happen when all their cars 
have to be laid up, and so on. 

Dorsey starts with some facts, and 
suggests that transportation men get 
some more of the same kind of facts, 
and lay them before their communities, 
to allay alarm and encourage sober 
thinking. 

First fact: On December 7th, there 
were around 34,000,000 motor vehicles 
registered in the United States. Since 
then, an estimated 25 per cent has been 
laid up. Presumably, the utility com- 
panies should be overwhelmed by the 
shift to their lines, but nothing of the 
kind has happened—in most communi- 
ties, they could handle more traffic. 


N what point will the overwhelming 
transportation crisis appear ? Dor- 
sey believes that another 25 per cent 
of. the cars can be laid up, and that 
there will still be no crisis. For the 
first 25 per cent represents normal ad- 
justment and cutting down on travel, 
doubling up of neighbors, prudent sav- 
ing of rubber. Few motorists are wast- 
ing mileage these days—they have 
heard about the war. So, the next one- 
fourth of our private motor transport 
would be laid up gradually, and with 
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Transportation Crisis 


aa 


. . . on December 7th, there were around 34,000,000 motor vehicles 


registered in the United States. Since then, an estimated 25 per cent has 
been laid up. Presumably the utility companies should be overwhelmed 
by the shift to their lines, but nothing of the kind has happened—in most 
communities, they could handle more traffic. At what point will the 
overwhelming transportation crisis appear?” 





their present surplus of equipment, the 
transit companies in the Los Angeles 
area, at least, could comfortably ab- 
sorb the added traffic as it fell in. 

The remaining half of our cars are 
in better shape than is generally as- 
sumed, when prophets forecast a crisis. 
Perhaps they average enough rubber 
to last a year, and even into 1944, 
which is the year set as furthest off 
for getting synthetic rubber tires. Even 
the pessimists concede that, by then, 
there should be something to ride on 
—even if radical changes are not made 
in the East Indies war picture, with 
possible easing of that serious situation 
by the recovery of natural rubber sup- 
plies. 


HE pinch in rubber is likely to be 

most severe, not in cities where 
war workers have to be hauled, but in 
the country where the farmer has no 
substitute for his tires. 
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|; pean December 7th, the transit 
companies in the Los Angeles 
area hauled around 1,000,000 riders 
daily—500,000 people going and com- 
ing from work. Their equipment was 
all in operation. Any substantial in- 
crease in the traffic would have called 
for new cars and busses, as it was han- 
dled then. 

But today these same companies are 
hauling 2,000,000 passengers daily, 
and have laid up equipment not as yet 
needed, because by the stagger plan 
they are able to haul twice as many 
passengers in one car or bus. The stag- 
ger plan (Pusiic Uriities Fort- 
NIGHTLY, June 18, 1942) requires dif- 
ferent groups of people—the factory 
workers, store clerks, office folks, and 
so on—to slightly change their time for 
going to work and starting home. 
When they do that, a car or bus can 
make two trips, haul two loads during 
the rush hours, instead of one. 
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The stagger plan has been widely 
adopted here by the plain citizen who 
has to do the riding, and he gives it 
his critical approval. He has to get up 
earlier, maybe walk a little further for 
his car, but he rides faster and with 
more comfort. He is for it. He will 
point out improvements that he would 
make, if he was running it, but if a 
popular vote was taken tomorrow on 
the question, “Shall Los Angeles abol- 
ish the stagger plan?” there would un- 
doubtedly be a large majority voting 
“No r’ 


HE possibilities of the stagger 

plan have not been exhausted. The 
other day, a war plant with 60,000 
workers on its three shifts changed its 
hours for going to work, with marked 
easing of the transportation problem 
in its neighborhood. Six months ago, 
it would perhaps have been impossible 
to make such a change, because the new 
hours are often inconvenient for the 
housewife, who may have to cook two 
breakfasts instead of one, getting Dad- 
dy off to work, and then the kids off 
to school. The change was made partly 
as insurance against the wearing out 
of employees’ tires—and whether they 
have any facts or not, war workers 
with cars still running are determined 
to use them until tires actually do wear 
out. Alarmists denounce this as folly, 
but if the people are generally right 
in a democracy, then maybe the people 
have a hunch about tires, and events 
may prove that they are doing the sen- 
sible thing. 

Anyway, as long as they have tires, 
war workers seem to be determined to 
come to work on them. Trying to 
change that view is like sweeping back 
the sea. Rubber is the biggest intangible 
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in the whole transportation picture. No- 
body has any information about it that 
will convert a war worker—yet if real 
information was presented, he would 
change overnight. 

We have reached a stage in war ad- 
justments where utility people can un- 
doubtedly render a genuine public serv- 
ice by getting the facts about transpor- 
tation, each in his own community, and 
giving them to the public that is wor- 
ried about reaching its job. 


Ses facts generally are that so far 
we’re all right. In Los Angeles, 
at least, which has as tough a problem 
as any community, the staggered plan, 
developed and put into effect by trans- 
portation men, has turned a shortage 
into a surplus seeking market. Other 
communities may either have worked 
similar changes, or could do so by de- 
veloping similar double-duty plans for 
present equipment. 

Rubber is the big question mark, but 
this area, with over 1,000,000 motor 
cars, has laid up one-fourth of them, 
and practically no congestion has re- 
sulted. Dorsey may be right when he 
maintains that trouble is not likely to 
begin until half the cars are laid up— 
and motor cars are his specialty. 

The most pessimistic views of rub- 
ber hold out prospects of synthetic tires 
for 1944, and many a Tom, Dick, and 
Harriet here know that their tires can 
be made to last into 1944, with care 
and reduced mileage at moderate 
speeds. Dorsey thinks that 20 per cent 
of the cars will be on the road in 1944. 

There is no reason for utility men 
taking the optimistic view of rubber, 
and becoming rays of sunshine, any 
more than for taking the gloomy view, 
and louring up as thunderclouds, 
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The public badly needs some mid- 
dle-of-the-road common sense. It 
should be told that, even in war, in this 
cock-eyed world of ours, there are fel- 
lows who make a living through their 
knowledge of transportation, and that 
Pearl Harbor didn’t. put them all in 
concentration camps. 


MA2= the public would be inter- 
ested in a Charles Darwin story. 

Up to the time Darwin was a young 
man, geologists had always explained 
the world in terms of violent upheavals 
—this part of its land area had been 
thrown above the waters by volcanoes ; 
other areas had been submerged by 
tidal waves. That was the “catastroph- 
ic’ view. Geology maintained that 
it had all happened long ago. Many a 
geologist sighed as he reflected that he 
had been born too late to see the mag- 
nificent show. 

Then an English geologist, Charles 
Lyell, put forth a new theory. Lyell said 
the show was still going on. It was a 
very quiet show, because the world had 
been, was being, and would always be 
made, by the gentle day-to-day work- 
ings of water, wind, sunlight, frost. 
You could go out in the backyard and 
see the rain doing its daily bit at con- 
tinent-building, because the mud that 
went away eventually added to the delta 


of the Nile, the Amazon, the Missis- 
sippi. 

This was the “uniformitarian” the- 
ory, and after the first volcanic up- 
heaval among the geologists them- 
selves, it was adopted. Young Darwin 
adopted it, used it in the research back- 
ing up his theory of evolution, and 
then Lyell’s theory did much to sub- 
stantiate Darwin’s theory. 

Whether or not the story would in- 
terest war workers who want to ride 
to work, it has point for transportation 
men dealing with their riding problem. 
For we now seem to be in the catas- 
trophic stage of our war adjustment, 
with high authorities warning us that 
terrible things are still to come—while 
the process is actually going on, from 
day to day, and even if the worst comes 
to the worst, it will come gradually ; we 
will have time to stagger a few more 
hours in war plants; there will still be 
a few cars and busses in the barn; it 
will not be necessary for citizens to 
sacrifice essential transportation, be- 
cause utility men will be glad to sell it 
to them instead. 


LITTLE correct and reassuring in- 
formation now can assure the 
public that the lid is not going to blow 
off suddenly; that there is as yet no 
acute transportation problem; that 


e 


Angeles area hauled around 1,000,000 riders daily—500,- 


q “BEFORE December 7th, the transit companies in the Los 


000 people going and coming from work. Their equipment 
was all in operation. Any substantial increase in the traffic 
would have called for new cars and busses, as it was handled 
then. But today these same companies are hauling 2,000,000 
passengers daily, and have laid up equipment not as yet 
needed, because by the stagger plan they are able to haul 
twice as many passengers in one car or bus.” 
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amateur assistance in inventing weird 
vehicles is not needed ; that transporta- 
tion men really know something about 
transportation. 

If such missionary work will turn 
some of the wildcat inventors from 
transportation into some other field, 
and reduce the number of meetings to 


attend, especially those in which the 
transportation men have to demon- 
strate that jitney competition is still 
that, and nothing else, war or no war— 

If it stops the little foxes nibbling 
at the vines, it will be well worth the 
trouble—and it will actually help win 
the war. 
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“7 is an unpleasant fact that in modern, total war great 
powers must be given to the central government, so that 
it may take such steps as become necessary and act quickly as 
military necessity requires. 


“No better example of this could be found than the example 
of what has happened to the automobile business and the tire 
business. A few months ago both of these were flourishing in- wa 
dustries serving the public with private transportation facilities. stead 
Today they no longer exist except as an adjunct of the armed. A 
forces of the nation. That is what the government can do and 
has to do when the nation ts in peril. 


“T want to add, however, that under our form of govern- 
ment, even though we are in the service of the country for the denie 
duration, we still have the right to criticize. Unity does not A 
preclude criticism. Indeed, criticism is essential to success. It yee 
is even a responsibility of citizenship in a democracy. find 


“It is our right and our responsibility to scrutinize every gov- pos 


ernmental proposal made, to contribute of our knowledge to volt 
make its proposals practical and workable. And above all, it is that 
our responsibility to do our utmost to see to it that every grant The 
of power given to the government includes a provision for its bi 
termination as soon as the war is ended.” has 
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HE decision of United States Dis- 

trict Court Judge Albert B. Maris 
denying the motion of the government 
to vacate the consent decrees entered into 
by Radio Corporation of America, Amer- 
ican Telephone and Telegraph Company, 
and other companies in 1932 in an anti- 
trust suit was rendered recently. 

In his decision, handed down Septem- 
ber 15th in Wilmington, Delaware, Judge 
Maris said that the motion of the gov- 
ernment, represented by Thurman Ar- 
nold, Assistant Attorney General, pre- 
sents the question of whether a consent 
decree may be vacated solely upon the 
ground that in the opinion of the De- 
partment of Justice the decree does not 
now promote the public interest and with- 
out any proof of any change in circum- 
stances since its entry. 

A subsidiary question is whether the 
decrees conferred benefits on the de- 
fendants, he said. If they did, the govern- 
ment concedes that its motion must be 
denied, he wrote. Judge Maris said: 


A consent decree, although based upon 
an agreement of the parties rather than a 
finding of facts by the court, is not a mere 
authentication or recording of that agree- 
ment. It is a judicial act and, therefore, in- 
volves a determination by the chancellor 
that it is equitable and in the public interest. 
The fact that the court may consider the 
opinion of the Department of Justice to the 
same effect does not mean that the court 
has abdicated its power, or failed to carry 
out its responsibility, to make an independ- 
ent determination of the propriety and 
equity of the decree proposed by the parties. 

I think it is clear . . . that the modifica- 
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tion or vacation of a consent decree pre- 
viously entered involves the same duty of 
the court independently to determine that 
the action is equitable and in the public 
interest. 

Accordingly, I cannot accede to the con- 
tention of the government that the sole 
basis of the consent decree was the Attorney 
General’s representation to the court that 
it would provide suitable relief concerning 
the matters charged in the petition and that 
consequently his present representation that 
it no longer serves the public interest re- 
quires the court, in the absence of some bene- 
fit to the defendants, to vacate the decree 
without evidence or agreement. 

Furthermore, I am satisfied that the de- 
fendants derived substantial benefit from 
the consent decree. It has been held that 
such a decree in an antitrust suit binds the 
government as well as the defendants, even 
though it later appears that it was inade- 
quate when entered. . 

In the present case the Attorney General 
determined that certain relief short of that 
prayed for would satisfy the public interest 
and he agreed to the entry of decrees term- 
inating the suit by granting that relief. Since 
these consent decrees are based upon an 
agreement made by the Attorney General, 
which is binding on the government, the de- 
fendants are entitled to set them up as a 
bar to any attempt by the government to 
relitigate the issues raised in the suit or to 
seek relief with respect thereto additional 
to that given by the consent decrees. This is 
a very real benefit of which they would be 
deprived were the government’s motion to 
be granted. 


*x* * * xX 


HE Federal Communications Com- 
mission issued an amendment to its 
accounting rules relating to continuing 
property records to be maintained by 
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telephone companies having average an- 
nual operating revenues in excess of $2,- 
000,000, and adopted standard practices, 
effective April 1, 1943, for the establish- 
ment and maintenance of continuing 
property records by such companies. 

The rules and standard practices were 
developed in collaboration with the com- 
mittee on accounts and statistics of the 
National Association of Railroad and 
Utilities Commissioners and after con- 
ferences with representatives of tele- 
phone companies. Under the rules the 
continuing property records need not be 
completed until June 30, 1944. The rules 
contemplate that the commission may ac- 
cept records already established by the 
telephone companies pursuant to their 
corporate needs or to the requirements of 
the state regulatory authorities if they 
come within the framework of the stand- 
ard practices outlined with the change 
in rules. 

*x* * * * 


_—— official warning to the Sen- 
ate Interstate Commerce subcom- 
mittee investigating the American Fed- 
eration of Musicians’ ban prohibiting its 
members from making recordings for 
radio use came on September 18th from 
James L. Fly, chairman of the Federal 
Communications Commission, who said 
this action ordered by James C. Petrillo, 
the union chief, was striking “at the 
heart of broadcasting.” 

On September 17th Elmer Davis, di- 
rector of the Office of War Information, 
told the subcommittee that the ban threat- 
ened the existence of many small radio 
stations and might seriously hamper the 
work for which OWI was established. 

Mr. Fly answered that the situation 
called for legislative action, and added 
that he did not think the subcommittee 
should “even wait until Monday” to 
recommend such action. He made this 
comment in reply to a statement of Sen- 
ator Clark of Idaho, subcommittee chair- 
man and author of the investigation reso- 
lution, that his group would decide 
whether to recommend Senate approval 
of a more thorough inquiry after it heard 
Thurman Arnold, Assistant Attorney 


General, in charge of antitrust prosecu- 
tions, on September 21st. 

Mr. Fly gave details of an inquiry con- 
ducted by FCC to determine the effect 
of the Petrillo ban on the broadcasting 
industry, over which it has supervision. 
He said this inquiry showed that 796 of 
the 890 broadcasting stations in the coun- 
try, all those heard from at that time, 
used recorded music for about 40 per 
cent of all commercial broadcast time. 
Some 252 of these stations, mostly not 
affiliated with national networks, fill out 
80 per cent of their musical time with 
recordings, he added. 

The subcommittee voted, September 
23rd, to ask the Senate for authority to 
make a formal investigation of the ban. 
Five thousand dollars was to be asked 
by Senator D. Worth Clark for ex- 
penses of the inquiry. 


HE ban would affect particularly 

the smaller stations with small net 
incomes, and often with financial losses, 
which provide the only “primary” radio 
service in areas in all but six states, he 
continued. There are 167 such stations 
which may be forced to go out of busi- 
ness if the ban continues, Mr. Fly went 
on. 
About forty-six of these serve areas 
which receive no other primary night- 
time service and about twenty-four serve 
areas receiving other primary daytime 
service. 

In addition, about thirty-five other sta- 
tions would leave parts of their service 
areas without any primary nighttime 
service if they went off the air, plus an- 
other fifty-eight whose suspension would 
have the same effect as to daytime serv- 
ice, the FCC had explained. Mr. Fly 
stated : 

Thus many people in this country face 
the very real prospect of losing the only 
satisfactory nighttime service which they 
now have, and being altogether deprived of 
daytime service. 

It is apparent that we face a real and 
vital problem. Without music it is doubtful 
whether this country could support more 
than a handful of stations. Yet they are 
performing a service of great importance 
to the war effort which we must make every 
effort to sustain unimpaired. 
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WIRE AND WIRELESS COMMUNICATION 


Already these stations are confronted with 
a shortage of skilled personnel and certain 
critical materials and items of equipment 
necessary for continued operation. An in- 
dustry struggling with these difficulties is 
now faced with the drying up of the source 
of over 40 per cent of its programs. This 
presents a really serious problem which not 
only must be solved but must be solved 
quickly. 


Mr. Fly put in the record a long letter 
to him from Mr. Petrillo defending the 
ban on transcriptions as necessary to 
check widespread unemployment among 
musicians, many of whom, he said, found 
themselves “scabbing on themselves” 
when they played for recordings. He de- 
nied that he was acting as a “czar” in 
issuing his recent order, but said he was 
merely carrying out orders of his union. 
Mr. Petrillo wrote: 

The action of the union convention in stop- 
ping recordings was not taken on the im- 
pulse of the moment. It was taken after 
some fifteen years of deliberation, when the 
patience of the entire 138,000 members was 
exhausted. Again, I repeat, this was not the 
action of the president of the federation. 
It was the action of the entire membership. 


Mr. Fly took cognizance of the Petrillo 
assertion that the ban was necessary to 
protect the jobs of union members, say- 
ing: 

We must recognize the vital contributions 
of the musicians to the (broadcast) indus- 


try and the compensation they receive should 
be commensurate with that contribution. 


B’ maintenance of the industry, par- 

ticularly in the present war emer- 
gency, was equally vital, if not more so, 
Mr. Fly told the subcommittee. Although 
asserting the need of congressional ac- 
tion, Mr. Fly admitted that Congress 
would have to exercise “a lot of inge- 
nuity” in meeting the situation. Some 
committee members have somewhat the 
same view, but still believe effective ac- 
tion is possible. 

One approach would be tightening up 
the antitrust laws, they say, although they 
admit such an effort might open a con- 
troversy much broader than is involved 
in the immediate inquiry. Another would 
be to amend the Federal Communications 
Act to give to the FCC much broader 
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powers over recorded musical broadcasts. 

One Senator said he understood that 
only about one in three of the 138,000 
members of the Musicians Union was a 
full-time musician, the others holding 
their affiliation with the organization 
merely to pick up an occasional night’s 
work playing here and there. He thought 
this might suggest an approach but he 
did not say just what the procedure 
would be. 

*x* * * * 


— advance in Western Union to 
new high ground, accompanied by 
increasing activity, coincided with re- 
ports that a subcommittee of the House 
Interstate and Foreign Commerce Com- 
mittee was planning to resume hearings 
on the plan to consolidate communica- 
tions facilities of Western Union and 
Postal Telegraph before October Ist. 
There has been a lull in hearings on this 
matter since late July. Just what benefits 
will accrue earningswise to Western 
Union and Postal should consolidation 
be approved was a matter of conjecture. 
The terms of the bill in final form must 
be awaited. 

The companies have no long-term 
leases which cannot be terminated im- 
mediately, at least without some outlay 
in settlement. Just what provisions labor 
interests may demand and obtain from 
Congress regarding maintenance of 
workers on the payroll of a consolidated 
system remained a matter for conjecture. 


*x* * * xX 


oo U. S. Army believes in its part 
in keeping telephone lines free from 
congestion so that important war calls 
—including its own—can go through 
without hindrance. 

With the Bell system using every pos- 
sible medium in urging the public to re- 
strict its use of the telephone to calls that 
are actually necessary, the Army is co- 
Operating by limiting its own calls, 
especially over long distance, to those 
that are absolutely essential. 

Large increases in the long-distance 
operating forces in Ohio’s large cities 
in recent months show what the Ohio 
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Bell Telephone Company has been ex- 
periencing in its effort to meet the situ- 
ation. As an example, the Ohio Bell now 
has 337 employees in its long-distance 
operating force for the Columbus dis- 
trict..Of this number, 224 are required 
to cover the twenty-four hours of the 
average business day. Similar situations 
exist throughout the nation. 


oe OR ae 


HE largest private switchboard in 
the world began operation last 
month to serve the War Department. 
Installed by the Bell telephone system, 
= large enough to serve a city of 125,- 


About three hundred operators and 
supervisors will take care of 100,000 out- 
ward local calls, 125,000 branch calls, 
and 1,500 to 1,800 long-distance calls 
each day. 

x ok Ok 


vv Blume, Hartford, St. Louis 
city superintendent for the Postal 
Telegraph Company, and I. I. Simon, in 
charge of messenger service for the 
Western Union, view the quick turnover 
with mingled pride and annoyance. They 
are quick to say they like to see a poor 
working girl get ahead. But they add 
wistfully that it would be even nicer to 
be able to keep a nice girl for a few 
weeks. 

“It’s a compliment to our judgment in 
selecting girls for messenger jobs,” said 
Blume. 

“But,” said Simon, “just about the 
time we get a girl nicely broken in she 
tells us she’s going to work for that new 
firm where she delivered a telegram last 
week.” 

Despite the quick turnover, Blume and 
Simon still think the girl messenger idea 
is a good one. 


* *« *k x 


OBERT Valdez, New Mexico Corpora- 
tion commissioner, said recently he 
had asked the Federal Communications 
Commission to prevent the Santa Fe 
Railway from removing a telegraph line 
paralleling the company’s branch from 
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Farley, New Mexico, to Boise City, Ok- 
lahoma. The War Production Board has 
ordered rails of the line ripped up for 
scrap metal, but the agency has been 
asked to postpone the order until after 
shipments of cattle and crops have been 
completed. Valdez said he learned tele- 
graph poles were being removed as the 
Interstate Commerce Commission con- 
cluded a 2-day hearing on proposed 
abandonment of the line. He added that 
the telegraph line was not included in the 
WPDB’s requisition order and that its re- 
moval would leave Farley virtually with- 
out communications. 


* * * * 


ITAL need to enlist approximately 

100,000 skilled mechanics and tech- 
nicians immediately in the Army Air 
Forces, Signal Corps, and Ordnance De- 
partment was announced by the War De- 
partment on August 9th. 

Keeping pace with the mounting flow 
of war materiel from the industrial reser- 
voir of the nation, these specialists are 
needed now to keep equipment in oper- 
ating order. So great is the present emer- 
gency that a special recruiting campaign 
has been launched to find men who can 
step immediately into important mainte- 
nance jobs. 

Army training schools are already 
teaching thousands of men this kind of 
work, and later in the year their rate of 
output should be sufficient to keep pace 
with the need. By the time the campaign 
closes October 15th, the gap must be 
stopped by voluntary enlistments, accord- 
ing to a War Department release. 

ee 


N interpretation of Limitation Order 
L-50, as amended September 7th, 
making it clear that private telephone 
services are covered by the restrictions 
contained in the order, was issued Sep- 
tember 19th by the WPB Director Gen- 
eral for Operations. The definition of the 
term “operator” in L-50 was said to have 
resulted in many requests for interpre- 
tation as to whether operators of private 
and nonpublic telephone communication 
systems are covered by the order. 
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By OWEN ELY 


Natural Gas Earnings Gain 
Despite Tax Burden 


HE gas industry continues to share 

the benefits of war activity, domes- 
tic business showing substantial gains, 
as well as the industrial and commercial 
output. However, the natural gas branch 
of the industry makes the most favorable 
showing in this respect. Below are 
the six months’ revenue comparisons (in 
millions of dollars). 

From an earnings standpoint the gas 
companies—more particularly the natu- 
ral gas companies—are doing better than 
the electric companies when considered 
as a group. Interim group figures are of 
course not available, but following are 
some of the recent reports for represent- 
ative companies: 

United Gas Corporation, in the twelve 
months ended July 31st, reported $17.21 


Manufactured Gas Industry 
Domestic 
House heating 
Commercial 
Industrial 


Total (including misc.) 
Natural Gas Industry 
Domestic (including house heating) 
Commercial 
Total (including misc.) 


Totals for the Industry 
Domestic (including house heating) 


Industrial, commercial, etc. .............005 


eeceve 


earned on its first preferred stock com- 
pared with $11.07 in the previous cor- 
responding period. This was despite an 
allowance for Federal taxes of nearly 
three times last year’s figure, and a sub- 
stantial increase in retirements and de- 
pletion charges. For the quarter ended 
July 31st the balance after charges was 
about 49 per cent over last year. 

Peoples Gas of Chicago also made an 
excellent showing. For the twelve months 
ended June 30th $6.96 was reported 
earned on the common stock compared 
with $4.98 previously; for the quarter 
ended June 30th the balance after 
charges showed a gain of 7 per cent. 

American Light & Traction for the 
twelve months ended June 30th earned 
$1.82 compared with $1.87 last year de- 
spite a very sharp increase in Federal tax 
accruals, the amount of this increase be- 
ing equivalent to about 62 cents a share. 


Six Months Ending June 30th 
1942 1941 Per Cent Gain 


2.2% 
16.5 

3.5 
16.2 


5.6% 


12.0% 
122 
11.9 


12.2% 
8.5% 
11.4 


~ 9.5% 
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Following are reports for the June 
30th year for some other natural gas 
companies (earnings per share for com- 
mon stocks) : 


El Paso Natural Gas 
Lone Star Gas 
Oklahoma Natural Gas 
Pacific Lighting 
Southern Natural Gas 


N ORTHERN Natural Gas Company has 

not been releasing interim figures 
thus far this year, due partly to tax un- 
certainties. 

Brooklyn Union Gas, the only listed 
stock representing the manufactured gas 
industry (a few stocks are traded over 
the counter, but most of the industry is 
tied in with the big electric-gas holding 
companies), reported $1.88 in the June 
year compared with $2.29 last year. 

Recent figures reflecting total invest- 
ment in the gas industry are not avail- 
able, but the following approximate 
amounts will afford a general idea of the 
importance of the industry as compared 
with other utilities : 

Billions Per Cent 

Electric power and light 

(commercial and munic- 
_ipal) $12.6 47% 
Telephone and telegraph. 5.5 21 
Gas industry—natural 2.4 
manufactured 2.0 4.4 16 


Tractions 16 
100% 


The gas industry in 1941 made rapid 
progress in installing new appliances. 
Sales of gas ranges were 38 per cent 
larger than in 1940, though many of 
these were evidently replacements, since 
the total number in use increased only 
about 4 per cent. 

Despite higher costs, gas rates con- 
tinued to decline in 1941, as indicated by 
the following indexes of retail rates in 
50 cities: 

(Prelim.) 
December, December, 
1940 1941 


97.3 7 


Deer. 
10.6 therms, 
range 
30.6 therms, 
e and auto- 
matic water 
heater 
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83.7 


The decline in natural gas rates in 
1941 was larger than that for manufac- 
tured gas. In general the industry’s rates 
paralleled the downward trend in the 
electric light and power industry. Rates 
for mixed gas, however, declined only .1 
per cent, based on statistics for seven 
cities. The industry continues to face 
serious problems with respect to the reg- 
ulation of wholesale natural gas rates by 
the Federal Power Commission, as well 
as various accounting issues raised by the 
commission. 


¥ 


Proposed Tax Changes Keep 


Statisticians Guessing 


ECENT changes in the tax bill now 
before the Senate Finance Commit- 
tee (which the drafting experts were ex- 
pected to have ready for submission to 
the Senate before the end of September, 
with final passage slated after election 
day) have again caused a burst of activ- 
ity among Wall Street statisticians who 
are called on to forecast 1942 utility 
earnings. However, the futility of at- 
tempting any accurate prognostication 
pending final passage of the bill was 
again illustrated. 
The recent reduction in the surtax 


from 21 to 16 per cent (normal plus sur- § 


tax reduced from 45 to 40 per cent) was 
accompanied by a special concession to 
utility companies in that they were per- 
mitted to exempt (from the surtax only) 
preferred dividends actually paid. The 
amount of this saving could be figured 
fairly accurately from the published 
statements of many companies, but, in 
the case of consolidated holding company 
statements, it was necessary to eliminate 
accrued but unpaid subsidiary preferred 
dividends. 

At first it was not clear whether the 
holding companies themselves would be 
allowed to share in the exemption (in 
addition to their operating subsidiaries) ; 
latest reports indicate that they would 
not be. Moreover, the question arose 
whether dividends paid on preferred 
stocks held by the holding companies 
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would also be exempt, or only those re- 
ceived by the general public. Finally, the 
whole matter was thrown into doubt by 
reports that, since the proposal had 
passed the committee by only one vote 
and some members were “reconsider- 
ing,” it would probably be withdrawn. A 
substitute proposal, it was reported, 
would apply to all “growth” companies, 
in which it was thought utilities might 
be included. 

The reduction in the normal plus sur- 
tax rate from 45 to 40 per cent is a 
tangible and definite improvement. More- 
over, the more favorable provision for 
consolidating system income statements, 
inserted by the House committee and 
thus far apparently not disturbed, is a 
definite gain. The dividend or “growth 
company” proposals seem more indefi- 
nite. When the bill emerges from the 
drafting room, further conclusions can 
be drawn. However, even then it will 
have to pass the Senate and the inevi- 
table conference committee, as well as a 


final vote of both houses. In any event, 
the campaign waged by the utilities to 
educate Congress and the general public 
regarding the unfair tax burdens placed 
on this industry has now borne some 
fruit, and it is hoped that the modest con- 
cessions thus far obtained will not be 
canceled in the final bill. 


» 


Electric Bond and Share Plans 
Further Preferred Retirement 


(ys a year ago Electric Bond and 
Share was authorized by the SEC 
to employ $5,000,000 cash in purchasing 
its preferred stocks in the open market 
for retirement. After this fund was ex- 
hausted, the company asked permission 
to spend an additional $5,000,000, but in 
February the SEC authorized the use of 
only $2,000,000, with certain restric- 
tions. Up to June 1, 1942, about 121,500 
shares of the two preferred issues had 
been retired (with a small amount of 


MONTHLY REVENUES OF THE GAS INDUSTRY 
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‘cash left for additional repurchases). 
Thus the company was able to retire 
about 9 per cent of its outstanding pre- 
ferred shares at an average cost of about 
$56 a share. (The range for the two pre- 
ferred stocks this year has been about 
35-64, recent prices being listed around 
43.) 
The SEC indicated in its reluctance 
to grant full permission for the expendi- 
ture of the second cash fund that it was 
not particularly in favor of this method 
of retiring the preferred stocks. Hence, 
Electric Bond and Share has decided to 
try another method and is expected to 
file soon with the SEC a proposal to re- 
tire a substantial amount of the preferred 
by giving in exchange its holdings of 
American Gas & Electric Company to- 
gether with a certain amount of cash. De- 
tails of the exchange offer have not yet 
been released. 

The plan for an exchange of securities 
is in line with similar exchanges made 
by Standard Gas & Electric Company 
(in offering San Diego common in ex- 
change for its own bonds) and National 
Power & Light (with its current ex- 
change offer of Houston Lighting com- 
mon for its own preferred stock). If the 
SEC permits the pending proposal of 
Electric Bond, this may lead to similar 
offers by other companies, such as Amer- 
ican Power & Light and Electric Power 
& Light, which recently received dissolu- 
tion orders from the SEC. 

However, one defect of this method is 
the length of time involved. Both the 
Standard Gas and National Power ex- 
change offers moved very slowly. (Na- 
tional Power up to May 9th had obtained 
the exchange of 21.6 per cent of its pre- 
ferred stock; the progress made since 
that date, with the aid of a banking syn- 
dicate, has not been revealed.) How- 
ever, any plan for the retirement of se- 
curities selling at a discount below par 
or liquidating value is bound to move 
slowly, because of the natural apathy of 
many holders and the hopes of others 
that they will benefit by increased par- 
ticipation in the assets. In other words 
there is an inclination to “Let George do 
eg 
OCT. 8, 1942 


I’ the case of the National Power & 
Light exchange, the SEC required 
that the entire preferred issue be given an 
equal opportunity and hence that only 90 
per cent of any individual holding should 
be available for exchange, the remaining 
10 per cent being returned (stamped to 
indicate that it is not exchangeable). This 
has permitted arbitrage operations, and 
the stamped stock is currently quoted 
several points lower than the exchange- 
able stock. 

Electric Bond and Share preferred 
stocks have a current liquidating value, 
it is estimated, of more than $80 a share, 
It is, of course, difficult to evaluate ‘the 
important EB&S holdings of United Gas 
Corporation notes and debentures, Amer- 
ican & Foreign Power notes, and Cuban 
Electric debt. However, it is thought 
that the first two should be valued at at 
least 50 and Cuban Electric at possibly 
30. Should these items be valued at par 
the equity for EB&S preferred would in- 
crease to around $125 a share. These 
estimates are, of course, entirely unofh- 
cial and are intended merely to indicate 
in a general way the equities available 
for the preferred stocks. 


ad 


August-September Financing 


ge midsummer lull in new financ- 
ing (see accompanying chart) was 
broken in September by the $34,434,702 
Southwestern Public Service offering by 
a large Dillon, Read syndicate. The is- 
sue consisted of $20,000,000 first and 
collateral 4s due 1972, $6,000,000 24 and 
3 per cent serial notes due 1943-54, 60,- 
000 shares of 63 per cent preferred, and 
185,000 shares of common stock. The 
offering of the common was subject to 
prior subscription by the common stock- 
holders of Community Power & Light 
and General Public Utilities, Inc., which 
are being merged into Southwestern. 
The bonds were offered at 1074, the 
notes to average 100.1617, the preferred 
stock at 100, and common at $5. 
maintenance fund will be initiated next 
year, and an improvement fund in 1948, 
for the benefit of the first mortgage 
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bonds. The proceeds of the sale are 
mainly to be used for refunding pur- 
poses, together with purchase of securi- 
ties of certain companies under the in- 
tegration plan. 

Competitive bidding was not neces- 
sary for the Southwestern Public Serv- 
ice offering because the deal had been 
originally undertaken before the SEC 
rule went into effect a year and a half 
ago. 

Several days after the date of the 
offering it was reported that the bond 
issue was “about cleaned up” ; about half 
of the serial notes had been sold and 
about 70 per cent of the preferred stock. 

The unsold remainder of the $5,000,- 


000 issue of Potomac Electric 34s/77, 
originally offered at 113 on September 
2nd, has been placed with institutional 
buyers. 

While our chart indicates that utilities 
did about $40,000,000 financing in 
August (well over half the total cor- 
porate financing for that month) most of 
this figure was accounted for by the 
private offering of $35,000,000 Southern 
Bell Telephone & Telegraph 23 per cent 
debentures, which were placed with in- 
surance companies. 

The balance, amounting to about $5,- 
000,000, consisted of five small offerings, 
all of which were also placed with in- 
surance companies. 
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Twin City Rapid Transit 
Company 
(Third in a series of brief articles on 
transit companies.) 


WIN City Rapid Transit Company, 

one of the few old-line traction 
companies, has been able to maintain an 
independent corporate identity for fifty 
years. Along with Third Avenue and 
Hudson & Manhattan, it is one of the 
“old guard” representing a once-flour- 
ishing industry on the Big Board. Actu- 
ally, the present company dates only 
from 1939 when it succeeded a New Jer- 
sey company of the same name through 
a plan of merger and consolidation, the 
change being to save franchise taxes. 
The merger of the Minnesota and New 
Jersey companies was merely a techni- 
cality, and there was no change in the 
equity position of the preferred and 
common stocks. 

The company is a holding company 
owning the entire stock of seven street 
railway and bus companies operating in 
St. Paul, Minneapolis, and vicinity, in- 
cluding resort areas. 

The company obtains power from 
both steam and hydro plants. Fares on 
both trolleys and busses are 10 cents, six 
tokens being sold for 50 cents, with an 
interurban bus fare of 25 cents. Fares 
were increased last October. The prop- 
erties are operated under indeterminate 
permits, local franchises having been 
surrendered. 

While earnings have naturally de- 
clined, the company, operating under 
sound local management, has made a sur- 
prisingly good record. While many 
other traction companies have failed to 
cover their fixed charges and gone into 
bankruptcy, it has apparently never 
failed to earn interest charges during its 
long history, with the exception of 1938 
when there was a very slight deficit. Reg- 
ular dividends were paid on the common 
stock from 1899 to 1931; preferred pay- 
ments were dropped a year later. In 
1936-37 payments on preferred arrears 
totaled $21, but nothing more was paid 
until August this year when $3.50 was 
paid, leaving arrears of $49. 
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Doubtless one reason for the road’s 
survival was the conservative capitali- 
zation, which includes $14,640,000 fund- 
ed debt, $3,000,000 preferred stock, and 
common stock equity of about $22,700,- 
000. Gradual retirement of bonds is ex- 
pected to continue during the present 
period of prosperity. The earnings rec- 
ord in recent years has been as follows: 


Earned per Share 


Year Preferred Common 


D—Deficit. 


Traffic is expected to show a gain of 
50 per cent over last year by winter. 

The company’s first lien and refund- 
ing 548/52 sell around 84 (interest is 
currently being earned about 1.87 times). 
The preferred stock has recently ad- 
vanced from 47 to 67, and the common 
from 3 to 44. 


¥ 


Engineers Public Service May 
Appeal to Courts on § 11 


6 pes. SEC on September 16th 
ordered Engineers Public Service 
under § 11 (b) (1) to divest itself of all 
its investments except that in Virginia 
Electric & Power Company, or alter- 
nately Gulf States Utilities Company. 
(Engineers was given only fifteen days 
to indicate whether it preterred the lat- 
ter company.) The company has filed a 
request for a rehearing on certain issues, 
and if this is not granted, it may, during 
the ensuing sixty days, apply for a re- 
view by the courts. This action would, 
if taken, represent the move anticipated 
nearly a year ago. At that time it was 
thought that Engineers would be the first 
system to appeal for a broad judicial re- 
view of the Utility Act. 
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Transit Association Ponders the 
War Movement of Masses 


NTICIPATING that 1942 will prove to 
have broken all transit records with 
18,000,000,000 riders carried on the na- 
tion’s systems, the American Transit 
Association opened its sixty-first annual 
meeting at Chicago on September 9th. 
The major problem posed before some 
900 transportation officials that had ar- 
rived from all parts of the United States 
and Canada for the sessions was_ the 
question of how local rapid transit, street 
car, and bus lines are going to meet the 
increasing passenger load that appears 
certain to come. 

The forecast of 18,000,000,000 transit 
riders for the year was made by Charles 
Gordon, managing director of the asso- 
ciation, as the meeting was about to be 
launched. 

“From studies already made,” he said, 
“trafic curves indicate that the transit 
systems in this country will break all 
records in 1942, They will carry 18,000,- 
000,000 passengers during the year. The 
previous peak of transit travel was in 
1927 when 17,250,000,000 passengers 
were carried. The monthly totals of riders 
have been going up each month this 
vear, so that by December the industry 

ill be transporting riders at the annual 
rate of 22,000,000,000.” 

“These phenomenal increases,” Mr. 
ordon pointed out, “represent the 
umulative effect of increased employ- 

ment and the shift of riding from autos 
to public carriers because of the rubber 
hortage.” 


HE growing stringency of materials 

incident to national needs has put 
A limit to the amount of new equipment 
he industry can obtain to aid in meeting 
his demand from the public, Mr. Gor- 
on continued, although the systems 
ave made every possible effort in the 
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past three years to obtain adequate new 
vehicles for the purpose. 

This leaves only certain other means 
possible, he added, such as staggered 
working hours for stores, factories, 
schools, and offices, and further conser- 
vation of existing facilities. The latter 
measure can be attempted, he suggested, 
through reduction in number of stops, 
elimination of duplicating services, and 
curtailment of nonessential services. 

Further light on ways of handling the 
problem was furnished by M. R. Boylan, 
president of the ATA and vice president 
of Public Service Codrdinated Trans- 
port, Newark, New Jersey, who de- 
clared: 


We are checking on experiences in han- 
dling the transportation load thrown on tran- 
sit systems. We will handle it one way or an- 
other. Every piece of rolling stock that runs 
is working. We are cooperating in every 
way with the government agencies, not only 
in their efforts to win the war, but to take 
care of the added needs of civilians. 


In this vein, at the opening session at 
which he presented a statement by Joseph 
B. Eastman, director of the Office of De- 
fense Transportation, Mr. Boylan 
pledged the whole-hearted codperation 
of the association with ODT and other 
government agencies. Mr. Boylan pointed 
out, in connection with this promise, that 
this war itself is largely one of trans- 
portation. 

“More than ever before,” he remarked, 
“this is a war of transportation, and it 
is our duty to provide our part of that 
transportation.” 


ECAUSE of shortages in private trans- 
portation, due to unavailability of 
automobiles and the rubber situation, 
Mr. Boylan added, the transit indus- 
try was being called to move abnor- 
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mal passenger loads as its contribution 
to winning the war. Further instances 
of the industry’s activity in this direc- 
tion were cited by Mr. Boylan, includ- 
ing the survey for WPB of available 
abandoned railway tracks and other 
scrap sources ; preparing blackout speci- 
fications for transit vehicles ; canvassing 
the man power supply in the industry ; 
estimating minimum requirements of 
critical materials needed by the indus- 
try ; and developing, in collaboration with 
WPB, simplified standards. 

Mr. Eastman had been expected to at- 
tend, but was unable to do so. He sent 
a telegraphic statement to the assembly, 
which Mr. Boylan presented before in- 
troducing two ODT officials also sched- 
uled to speak. 

ODT Director Eastman’s message 
was a suggestion for pooling and shar- 
ing facilities and surplus equipment. His 
statement reads in part as follows: 


... You must meet the rising [traffic] de- 
mands very largely with what you have on 
hand and without the relief which a plenti- 
ful supply of additional facilities would give 
you. Your problems cannot be solved, in my 
opinion, without the help of extensive and 
intensive coOperation—from Federal, state, 
and municipal authorities, from the public, 
and from your fellow companies. There is 
no way to meet this emergency unless the 
facilities of the transit industry are virtually 
pooled. If surplus equipment exists in some 
areas, it must be transferred to the places 
where shortages exist. 

Nor can the emergency be met unless in- 
dustrial and educational hours and traffic 
regulations are so adjusted that the limited 
equipment that you have will be able to do 
a maximum of work. 


HIs statement was followed by the 

appearance of Guy A. Richardson, 
director of the ODT Division of Local 
Transport, before the meeting. Dwelling 
on the increasing pressure on all trans- 
portation, and the continuous conflict be- 
tween demands for legitimate civilian 
needs and equally urgent military re- 
quirements, he recalled ODT recommen- 
dations for building 800 street cars, 600 
trolley coaches, 12,000 city-type busses, 
and 2,000 intercity busses for 1942. He 
pointed out that subsequent authoriza- 
tions provided for the year a total of 350 
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street cars, 400 trolley coaches, and 9,000 
busses. 
Continuing, he said: 
The outlook for further production of in- 
tegral busses involving steel, rubber, and 


other critical materials is not promising. 
This division is presently preparing recom- 


maintaining an active line of production 
available for future emergency needs and ty 
maintain flow of repair and replacement 
parts to keep the vehicles now on the road in 
dependable operating condition. The exten 
to which those charged with the grave re. 
sponsibility of allocating materials as be. 
tween military and civilian uses can mee 
this program is unpredictable at this time 
but the transit industry may rest assured that 
the distribution of any vehicles authorized 
under such a restricted program will be sur. 
rounded with adequate safeguards and con. 
sidered part of a national emergency pool 


rather than less severe as time goes on. 


A glimpse of war-time expedients 
some of which are already under way, 
and others of which are in contempla: 
tion, was opened by Mr. Richardson in 
describing “blown-up sedans’”—vehicles 
made by extending a standard sedan 
length by 6 feet, and giving it a capacity 
of fifteen to eighteen passengers. 

While conceding that many such ve 
hicles will be restricted to plant use an( 
similar limited itineraries, Mr. Richard 
son was openly critical of managemen 
he accused of continuing to harbor peace 
time standards of comfort and qualit 
in equipment when faced with necessit 
of bolstering their carrying capacity bj 
such unorthodox means, 


H° did not go into an obvious con 
sideration of such management 
which is that they would be tying w 
company funds in equipment whid 
could have no possible utility at a late 
normal period. Mr. Richardson warned 
We are convinced that before the laf 
period is placed behind the final sentence 
the history of this global war, transit oper 
ators will be glad to get any sort of vehicl 
which will roll on wheels with dependability 


In addition to such improvised equi 
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ment outlined by Mr. Richardson a grow- 
ing substitution of women for men em- 
ployees was forecast by Otto S. Beyer, 
director of transport personnel in the 
ODT. 

“T see no reason at all why they can- 
not be employed as street car motormen 
and conductors, and I suspect there are 
women who are quite capable of driving 
a heavy bus,” he said. 

The speaker observed that San Diego 
and San Francisco had already made ex- 
perimental use of women’s services in 
such jobs in the industry, and reported 
they were being contemplated in widely 
removed cities, including Grand Rapids, 
Salt Lake City, Peoria, Kansas City, An- 
niston, Alabama, and Washington, D. C. 


N2 only a scarcity of vehicles, but 
a complete shutdown in manufac- 
ture of such equipment was the gist of 
a warning by Edward S. Pardoe, chief 
of the bus and electric railway section 


of WPB, who spoke at the following 
day’s session. 

Another grave note was sounded by 
still another government agency official, 
Dr. Charles F. Phillips, director of the 
automobile supply rationing division of 
the Office of Price Administration. He 
dealt with the rubber situation. 

“The only real hope in the current 
rubber situation is synthetic rubber,” Dr. 
Phillips said. “During the present year 
we will obtain some 32,000 tons of syn- 
thetic rubber, and next year the total will 
probably not exceed 338,000 tons.” He 
continued : 

Furthermore, we must give more account 
to a matter which is continually overlooked ; 
that is, our all too little experience in using 
synthetic rubber. To date, we have not been 
able to produce satisfactorily a 100 per cent 
synthetic tire. Many of the truck tires pro- 
duced, even with a relatively high percentage 
of crude, have given but 5,000 miles of serv- 
ice. To be sure the industry feels that by 
the time synthetic production is available in 
quantities, it will have learned how to use 
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it. Today, however, this is but a hope. 

Until we have first achieved a production 
of at least 970,000 tons of synthetic rubber 
a year, and, second, learned how to use pure 
synthetic rubber, one can face the rubber 
situation only with pessimism. 


Dr. Phillips outlined a program of con- 
servation of rubber by the transit indus- 
try. It includes elimination of surplus 
services, carrying the maximum number 
of passengers with minimum tire miles, 
deduction in deadheadings, better care of 
tires by means of closer checks, reduc- 
tion in speeds, and an increase in the 
amount of recapping. 

Commenting on the report of the Ba- 
ruch committee regarding gasoline ra- 
tioning and conservation of rubber, Di- 
rector Gordon said: 

The recommendation of the Baruch com- 
mittee, when placed in effect, will serve to 
further accentuate the load being thrown on 
transit vehicles to increase the number of 
passengers to be handled from 9 to 20 per 
cent over and above our previous estimate. 
The heaviest increases will be registered in 
the smaller cities, while the lower increases 
will occur in the metropolitan centers. 


He had predicted that as the increas- 


ing seriousness of the rubber shortage 
was felt, and the burden fell more and 
more on the public carriers, a serious 
shortage in transit facilities would occur 
in 1943 unless early permission was given 
for continued production of a minimum 
number of new busses and street cars. 


EANTIME, in Canada, according 
to a report by George S. Gray, 
Canadian Transit Controller, travel ra- 
tioning for Canadians appeared to be a 
certainty. He detailed steps about to be 
taken in that country for control of pri- 
vate car operation, and for estimating 
all available facilities, including city and 
interurban busses, taxicabs, and other 
auto transportation. 

A more optimistic view was taken by 
Powell C. Groner, president of Kansas 
City Public Service Company, who was 
elected president of the ATA at the ses- 
sion of September 9th to succeed Mr. 
Boylan. The incoming president told the 
assembled operators of city bus, street 
car, elevated, and rapid transit services 
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of the country that while the industry 
faces its greatest crisis, it also has the 
greatest opportunity in its history. 

“Today it is recognized as an enter- 
prise essential to the successful prosecu- 
tion of the war, the great mass carrier 
of millions engaged in essential defense 
and civilian activities and one of the best 
instrumentalities for the conservation of 
rubber and other vital war materials,” 
he said. 

Continuing, Mr. Groner said: 


So remarkable has been this recovery since 
Pearl Harbor that, by the end of this year, 
transit patronage will pass the previous all- 
time high of 17,500,000,000 passengers an- 
nually, with 20,000,000,000 and more to be 
transported in 1943 as tires wear thin and 
the war effort increases. 

The impact of this upsurge in business 
finds the transit companies undermanned 
and underequipped. In the twenty bleak 
years of declining patronage many em- 
ployees sought better opportunities elsewhere 
and large amounts of rolling stock were 
junked, with only partial replacement. Thus, 
carrying capacity today is substantially less 
than a generation ago, although, generally 
speaking, the equipment now possessed is 
much better, and the industry faces the 
greatest demand for its services in its his- 
tory, with a definite shortage in man power 
and vehicles for them to operate. 

This situation presents a challenge—a 
problem which must be met. War workers 
and those engaged in essential civilian ac- 
tivities must be adequately and expeditiously 
served. At the same time the available roll- 
ing stock must be made to last for the dura- 
tion and rubber-tired operations held to a 
minimum. While this requires an inevitable 
sacrifice of prewar service standards, it is 
entirely possible of accomplishment. 

Public codperation, however, is essential. 
For instance, by the staggering of business 
and working hours and the use of other ex- 
pedients advocated by the Office of Defense 
Transportation, the carrying capacity of this 
available equipment can be greatly increased 
and at the same time less mileage operated. 


N addition to election of Mr. Groner 
the association elected the following 
other officials for the coming year : E. D. 
Merrill, president of the Capital Transit 
Company of Washington, D. C., as vice 
president, and E. A, Tuson, general 
auditor of Public Service Codrdinated 
Transport of Newark, New Jersey, re- 
élected treasurer. 
Three of the organizations affiliated 
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with the American Transit Association 
elected officers for the coming year. 

E. D. Crowley, treasurer of the East- 
ern Massachusetts Street Railway Com- 
pany, Boston, was elected president of 
the American Transit Accountants As- 
sociation to succeed Charles J. Faber of 
the Detroit Department of Street Rail- 
ways. J. C. Coulthard, treasurer of the 
Toronto Transportation Commission, 
was elected vice president. 

H. A. Otis of the Chicago North Shore 
& Milwaukee Railroad Company was 
named president of the American Trans- 


it Engineering . Association, succeeding 
J. F. Neild of the Toronto Transporta- 
tion Commission. W. J. Quinn of the 
Third Avenue Transit Corporation, New 
York, was elected vice president. 

J. W. Reynolds, director of purchas- 
ing and stores, St. Louis Public Service 
Company, was elected president of the 
American Transit Purchases and Stores 
Association to succeed K. M. Pardoe of 
the Capital Transit Company, Washing- 
ton, D. C. G. L. Herzog, Philadelphia 
Transportation Company, was elected 
vice president. 





Depreciation of Group Property Clarified 


N the light of new income tax legisla- 
tion and the necessity for codperation 
between business and government, 
American industry in the future must 
concern itself more and more with know- 
ing its production costs, particularly that 


509 


item of cost whose exactness is so gener- 
ally elusive—depreciation. 

This is the opinion voiced by Robley 
Winfrey, valuation engineer of the Iowa 
Engineering Experiment Station, upon 
completion of an intensive study of meth- 
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ods of depreciation of group properties. 
The results of this study are now being 
published in Bulletin 155, “Depreciation 
of Group Properties.” 

Winfrey found that the handling of 
the probable lives of the units composing 
the group is the essential element in the 
determination of depreciation of group 
properties. He further shows that when 
properly applied the straight-line, sink- 
ing-fund, and present-worth methods for 
determining depreciation produce iden- 
tical results except for the differences 
caused by the interest rates. In the past, 
many inaccuracies have been made in 
calculating depreciation because the 
theories developed for single property 
units have been incorrectly applied to 
group properties. Winfrey developed 
correct procedures for applying depreci- 
ation formulas to group properties and 
shows comparisons of the methods when 
applied to single units and continuous 
properties. 

It is mathematically proved that the 
value of a continuing property of non- 


growing character reaches its point 
of stability at exactly 50 per cent of the 
value new of the units in service when 
the straight-line method of depreciation 
calculation is applied to a property of 
zero salvage value. The study proves 
the correctness of the present-worth 
theory, previously developed at the sta- 
tion. 

A companion bulletin of tables is be- 
ing published for use in applying the 
various depreciation methods correctly. 
With the aid of these tables it is now as 
easy to apply correct factors as incorrect 
ones in calculating depreciation of group 
properties. 

Copies of the explanatory bulletin, 
Bulletin 155, may be obtained without 
charge from the Iowa Engineering Ex- 
periment Station, Ames, Iowa. The com- 
panion bulletin, Bulletin 156, which con- 
tains depreciation tables for 18 types of 
life curves at ten, twenty, twenty-five, 
thirty, forty, and fifty years’ average life 
and at 0, 2, 4, 6, and 8 per cent interest, 
is available at a charge of $3. 





Railroad Earnings Taxed 50 Per Cent 


 gpecaagte of the United States are 
now devoting half of their time to 
working for the government, the maga- 
zine Railway Age stated in an editorial 
on August 16th. Not only is fully one- 
half of its present service being rendered 
for war purposes, but the Federal, state, 
and local governments are taking in taxes 
approximately one-half of the net earn- 
ings which the industry has left after pay- 
ing its expenses, the magazine revealed. 
The article stated: 

The increases in traffic, gross earnings, op- 
erating efficiency, net earnings, and taxes re- 
cently reported for the first six months of 
1942 seem almost fantastic. Gross earnings 
of $3,281,000,000 were the largest in the first 
half of any year. Operating expenses of 
$2,157,000,000 continued lower than in the 
twenties. The result was a ratio of expenses 
to earnings of only 65.8 per cent—lower than 
in any entire year excepting 1916, and com- 
paring with ratios ranging during the last 
twenty years from 79.4 in 1922 to 68.5 in 

941. 
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Net earnings from operation (after op- 
erating expenses and equipment and joint 
facility rentals) of $1,040,000,000 were 
$280,000,000 larger than the previous first 
half year’s record made in 1929. But record 
taxes of $488,000,000 made net operating in- 
come of $552,000,000 (after taxes) $11,000,- 
000 smaller than in the first half of 1929, al- 
though larger than in the first half of any 
other year. 

Taxes, as was to be expected, consumed 
larger parts of both gross and net earnings 
than ever before. Taxes increased from 3.2 
per cent of gross earnings in 1908 to 5.3 per 
cent in 1917; from 5.4 per cent in 1922 to 
7.3 per cent in 1931; from 8.8 per cent in 
1932 to 10.2 per cent in 1941; and in the first 
six months of 1942 were 15 per cent. Of net 
earnings divisible between the railway com- 
panies and the Federal, state, and local gov- 
ernments, these governments took an aver- 
age of less than 14 per cent in taxes in the 
decade ended with 1917; over 26 per cent in 
the decade ended with 1931; almost 37 per 
cent in the depression decade ended with 
1941; over 46 per cent in the first half of 
1942; and 48 per cent in June. ; 

The performance of the railways thus farin 
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“LAST NIGHT I DREAMED THE RAILROADS HAD TAKEN OVER THE 
GOVERNMENT” 


1942 has afforded a remarkable demonstra- 
tion of both their previously latent carrying 
capacity and earning capacity. The increase 
of 65 per cent in their gross earnings over 
the first half of 1940 was due entirely to in- 
crease in traffic handled, average freight and 
passenger rates being lower than in 1940. 
This increase in gross earnings being ac- 
companied—in spite of advances in wages 
and prices—by an increase of only 43 per 
cent in expenses there resulted an increase 
from $434,000,000 in the first half of 1940 to 
$1,040,000,000 in the first half of 1942 in net 
earnings from operation—conclusively dem- 
onstrating their great capacity for making 
net earnings. 
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HE article went on to state that out 

of the $1,040,000,000 net from op- 
erations during the first six months of 
1942, Federal, state, and local govern- 
ments took $488,000,000 in taxes, which 
is $50,000,000 more than the total net 
earnings from operations made in the 
first half of 1940. 

Out of the increase of $606,000,000 in 
net earnings from operations in the first 
half of 1942, over a similar period in 
1940, increases in taxes took 49 per 
cent. 
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FPC Issues Gas Certificate 


= Federal Power Commission on Sep- 
tember 14th announced its order issuing 
the first certificate of public convenience and 
necessity under an amendment to § 7(c) of 
the Natural Gas Act, which was signed by 
the President on February 7 7, 1942, to the 
Memphis Natural Gas Company, with princi- 
pal offices in Memphis, Tennessee. The certifi- 
cate authorizes the company to continue oper- 
ation of its facilities in the states of Louisiana, 
Arkansas, Mississippi, and Tennessee which 
were in bona fide operation on the day the 
amendment became law. 

Section 7(c) as amended requires all natural 
gas companies engaged in the transportation 
or sale of natural gas subject to the jurisdic- 
tion of the commission to have a certificate of 
public convenience and necessity from the 
commission authorizing their operations, Un- 
der the amendment to § 7(c), the commission 
shall issue a certificate covering existing op- 
erations without requiring further proof that 
public convenience and necessity will be served 
by such operations and without further pro- 
ceedings if the application for certificate was 
filed with the commission by May 8, 1942. 

Applications by 142 natural gas utilities were 
filed with the commission between February 
7th and May 8th for authorization under the 
amended provision. 


Utilities’ Needs Expedited 


| ager presses of utility facilities using criti- 
cal materials in defense rated projects will 
be expedited under terms of Amendment 4 to 
Preference Rating Order P-46 as amended 
March 26th, according to an announcement on 
September 14th by the War Production Board. 
Order P-46 covers maintenance, repairs, and 
supplies for utilities. 

The amendment provides that suppliers of 
utility services to projects rated A-5 or better 
which require iron, steel, or copper for their 
construction will be granted the highest rating 
assigned to other equipment for the project 
which also uses iron, steel, or copper. 

All other required utility facilities will be 
assigned the lowest rating granted to materials 
for the project, so long as the rating is not 
below A-5. 

Effect of the amendment will be to assure 
completion of high-rated housing and other 
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The March of 
Events 


defense projects, which might otherwise be 
held up because of inability to obtain materials 
for different types of utility extensions. 


Navigability Not Affected 


agin for the Aluminum Company of 
America on September 18th challenged 
Federal Power Commission contention that 
three power developments operated by the 
company on the Little Tennessee river in North 
Carolina and Tennessee affected the navigabil- 
ity of the stream. 

The commission has ordered ALCOA to 
show why the plants should not be under Fed- 
eral license required for hydroelectric develop- 
ments on navigable waters. 

Randall J. LeBoeuf, New York attorney for 
ALCOA, told the commission in oral argu- 
ments that no part of the Little Tennessee at 
or above the sites of the three power projects 
was navigable. The attorney ridiculed the 
possibility of navigation on the portion of the 
river on which the plants are located. The 
plants were constructed before enactment of 
the Federal Power Act in 1935. 


Tax Relief for Utilities 


HG pee managements were recently re- 
ported to be greatly encouraged by the 
news from Washington of the relief given to 
them under the tax bill proposed by the Sen- 
ate Finance Committee. As some executives 
pointed out, this was the first favorable news 
that the industry has received in some time. 

Public utilities would benefit not only from 
the reduction in the combined normal and sur- 
tax rates to 40 per cent in the Senate measure 
as compared with the 45 per cent rate in the 
House bill, but also would benefit from the 
proposal adopted which would permit them 
to deduct dividends paid to preferred stock- 
holders from income, in computing tax liabili- 
ties. 

The surtax rate arrived at by the Finance 
Committee was 16 per cent, indicating that a 
saving of this amount could develop on pre- 
ferred dividend payments. 


St. Lawrence to Wait 


peewee Roosevelt indicated on Septem- 
ber 15th that the administration may not 
press for immediate construction of the 
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Lawrence power and seaway project because 
of the war’s more pressing demands for criti- 
cal materials. 

The remarks, made at a press conference, did 
not constitute a final conclusion not to build 
the project, which the President has long sup- 
ported, but he said that the long delay in get- 
ting it started had raised the question of 
whether such large quantities of materials 
could be diverted at this time. 

President Roosevelt was critical of Congress 
for its long delay in authorizing the project, 
explaining that he had asked approval of the 
St. Lawrence plan several times during the last 
four years. If it had been started when he 
asked for it a year and a half ago, he said, it 
would now be half completed. 

The project, especially the power features 
of it, is very, very much needed, the Presi- 
dent said, but, considering that it would take 
three years or more to complete it, the ques- 
tion is raised as to whether, at this time, the 
materials can be diverted to a project which 
takes that much time, since there is a ques- 
tion as to whether it will be sufficiently valu- 
able in the war effort. The matter is open to 
debate, he added. 

The need for power in that area was de- 
scribed as very great, and Mr. Roosevelt pre- 
dicted that as war production reaches a maxi- 
mum there will be power shortages in New 
England, extending to New York city. 

Visualizing development of the St. Lawrence 
river-Lake Champlain-Hudson river inland 
waterway as a war-time measure to accelerate 
merchant shipping and carry it directly into 
the sea lanes to Europe, South America, and 
Asia, the Champlain Valley Council, repre- 
senting civic bodies of northern New York 
and Vermont, went on record unanimously on 
September 13th as favoring immediate work 
on the project, which could materialize in 
about three years. 

The council’s action followed an address by 
Leland Olds, chairman of the Federal Power 
Commission, who urged the immediate devel- 
opment of the whole St. Lawrence seaway and 
its power project primarily as a defense meas- 
ure. 


Seeks OPA Utility Rate Control 


[ Ncze4ses in utility or common carrier rates 
will not be possible without Office of Price 
Administration approval under the terms of a 
fe introduced in the Senate on September 

10th by Senator George W. Norris (Inde- 
pendent of Nebraska). 

Pointing out that the Price Control Act of 
1942 specifically exempts utility and common 
carrier rates from OPA control, Senator Nor- 
ris said that “if we are going to control the 
cost of living the price administrator must 
have control over every element in the cost 
of living.” 

Many utility companies have asked for rate 
increases because they are anticipating heavier 


tax loads in the pending revenue bill, he con- 
tended, adding that these increased tax bur- 
dens should be taken out of stockholders’ 
pockets. 

Utility and common carrier rates were 
exempted from the Price Control Act of 1942 
on the theory that these already came under 
the jurisdiction of state and local regulatory 
bodies, the Senator explained. However, “it 
would be inviting disaster in our anti-inflation 
program if the price administrator had no 
control over utility rates,” he said. 

Price Administrator Leon Henderson has 
in many cases obtained withdrawal of appli- 
cations for rate increases by pointing out that 
they would force upward revision of some 
price ceilings if granted, Senator Norris ampli- 
fied. Nevertheless, Mr. Henderson would have 
legal power of review over all rate increases, 
he added. 


TVA Payments in Lieu of Taxes 


HE Tennessee Valley Authority, during 

the year ending June 30, 1942, paid to six 
states and 113 counties a total of $1,859,416 in 
lieu of taxes, as required by the amendment 
to the TVA Act of 1940, it was announced last 
month in a financial statement issued by the 
authority. Also for the same period, taxes and 
tax equivalents provided by municipalities and 
cooperatives distributing TVA power were 
about $1,850,000, the statement said. 

The combined payments, totaling $3,709,416, 
exceed by about $988,000 the property taxes of 
$2,721,000 formerly paid on power production 
and distribution properties when they were in 
private ownership. In comparison with this 
excess, the state and local business taxes, such 
as income, franchise, gross receipts, hydrogen- 
eration, gasoline, and other motor vehicle 
levies, application to the properties under pri- 
vest ownership, have been estimated at $750,- 


Under the provisions of the Norris-Spark- 
man amendment to the TVA Act, payments in 
lieu of taxes are now being made in monthly 
instalments by the authority to states and coun- 
ties directly affected by its power operations. 
The payments for the fiscal year, 1942, except 
for applicability of minimum requirements, 
were 9 per cent of the authority’ S gross rev- 
enue from the sale of power in 1941. The in- 
come totaled $1,859,416. This amount was di- 
vided among Alabama, Georgia, Tennessee, 
Mississippi, Kentucky, and North Carolina. 


FPC Will Enforce Order 


HE Federal Power Commission last month 
announced that it had dissolved a stay of 
its order of June 9th requiring the Niagara 
Falls Power Company to charge to earned 
surplus more than $15,000,000 i in write-ups in 
its accounts. The company is now required to 
comply with the order within sixty days. 
The write-ups in question, according to the 
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FPC, were chiefly in the values of the Cliff 
Electrical Distributing Company, the Hydrau- 
lic Power Company of Niagara Falls, and the 
Niagara Falls Power Company, which were 
consolidated into the present company by a 
special act of the New York legislature in 
1918. A write-up of $11,800,482 on the books 
of Hydraulic Power was one of the items dis- 
allowed. The FPC described this as “one of 
the most flagrant examples of outright infla- 
tion” ever brought before it. 

The FPC stayed its order of June 9th to 
give the power company an opportunity to 
show cause why the order should not be made 
effective. This, it was stated, the company 
had failed to do. 

The contention of the power company that 
compliance with the order would affect its 
credit and impair the distribution of its earn- 
ings was set aside by the FPC, which argued 
that the company “could have proposed crea- 
tion of a capital surplus” for the absorption of 
any deficit which might result from compli- 
ance with the order. The company, the FPC 
said, had failed to submit any alternative ac- 
counting treatment for disposition of the dis- 
allowed amounts. 


The company’s contention that the order 
conflicted with the jurisdiction of the New 
York Public Service Commission and the Se- 
curities and Exchange Commission was dis- 
missed by FPC as “clearly erroneous.” 


ODT Curbs Sports Travel 


S HARP curtailment of travel to football games 
and other sports events in order to con- 
serve transportation facilities for war pur- 
poses was ordered on September 12th by 
Joseph B. Eastman, director of the Office of 
Defense Transportation. 

“No special train or bus service, including 
charter bus service, to football games or other 
sports events will be permitted,” Mr. Eastman 
said. “At the same time I am directing that 
steps be taken by my office to prevent the 
overcrowding of regular trains serving areas 
in which such events are to be held.” 

The action drew attention to the fate of 
such big events as the Rose Bow! football 
game in California and games in the Orange 
Bowl, the Cotton Bowl, and elsewhere. It was 
believed that the ban might so curtail travel 
to these events as to cause their abandonment. 


Alabama 


Gas Expansion Approved 


O meet anticipated war-time demand for 

gas, the Birmingham Gas Company has 
received approval of the War Production 
Board for an expansion program that will add 
approximately 11,500,000 cubic feet a day to 
its capacity, Charles B. Gamble, president of 
the company, said recently. 

The new program is contingent, however, 
upon ability to get materials. It will involve 
an expenditure of about $200,000 and is sched- 
= for completion by January Ist or 15th of 
The plan calls for obtaining a supply of gas 
from the Woodward Iron Company, approxi- 
mating 4,500,000 cubic feet a day. A plant for 
purification of the gas, compressors to move 
the gas into the lines and near-by two miles 
of 14-inch cast iron pipe will be required. 

The increase in the line capacity from the 
Alabama By-Products Corporation, totaling 
about 7,000,000 feet a day, will require about 
two and a fourth miles of pipe and fittings, it 
was said. 

Industrial customers are expected to use 
about twice the gas they did last year, Mr. 
Gamble said. 


Reiterates Purchase Stand 


or the second time within two weeks, the 
Jefferson County Commission on Septem- 
ber 8th closed the door against possible pur- 


chase of the Birmingham Electric Company, 
turning aside a resolution by Commissioner 
Henry W. Sweet to be represented at the Se- 
curities and Exchange Commission meeting at 
Philadelphia September 15th when a decision 
as to the fate of BECO was expected to be 
made. 

The resolution, which would have authorized 
Donald Comer, Birmingham industrialist, to 
represent the county commission at the SEC 
hearing, expired because neither Commission 
President Wharton nor Commissioner Bruner 
would give it a second. 

Representatives of Bessemer and Tarrant, 
however, appeared in Philadelphia at the SEC 
hearing. 

They charged that the National Power & 
Light Company had “sought to avoid” dis- 
posing of its subsidiary, the Birmingham 
Electric Company, as directed under a “death 
sentence” order of the SEC. 

H. H. Sullinger, attorney for the city of 
Bessemer, and Roy Ingram, manager of the 
Tarrant City Electric Department, testified 
that their communities were opposed to grant- 
ing any additional time to National Power 
for divesting itself of Birmingham Electric 
and that the holding company should be or- 
dered to get r‘d of the subsidiary immediately. 

They were joined by Sid Smyer, representa- 
tive of the Real Estate Owners Association 
of Jefferson county, Alabama, who declared 
that “it would not be in the best interest o 
the public if additional time were granted.” 
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Arizona 


Rate Probes Ordered 


A= investigation of state gas rate 
structures was ordered last month by the 
Arizona Corporation Commission to deter- 
mine if the charges made to consumers are 
“just and reasonable.” 

The commission also disclosed it had broad- 
ened the scope of the complaint filed against 
the Central Arizona Light & Power Company 
by Governor Sidney P. Osborn, in behalf of a 
number of Phoenicians, because the complaints 
failed to cover residential gas consumption. 

The commission ordered the Phoenix utility 
to furnish by October 31st a statement of its 
operations for the first eight months of 1942, 
the volume of natural gas purchased and its 
cost, the revenue received, and other neces- 
sary data “pertinent to the issues involved.” 

Outside of Phoenix, the commission asked 
for complete data on the operations of gas- 
distributing agencies in Superior, Clifton, 


Morenci, Florence, Casa Grande, Coolidge, 
Tucson, Globe, Miami, Bisbee, Douglas, Ajo, 
Duncan, and outlets of the Duncan Utilities 
Company in Graham county. 

The commission had previously ordered an 
investigation of the electric rates charged by 
the Central Arizona Light & Power Company. 
Chairman Amos A. Betts announced the in- 
quiry would be conducted by the commission 
to determine “just and reasonable rates” to be 
charged consumers by the utility “for the pres- 
ent and after Colorado river power is re- 
ceived.” 

The commission directed the power com- 
pany to compile data and operating statistics 
for submission to it by November 10th. The 
action was taken because, the commission or- 
der said, “it now appears that Parker power 
will be made available to the Central Arizona 
Light & Power Company in Phoenix and to 
the Tucson Electric Light & Power Company 
of Tucson within the next few months.” 


Arkansas 


Seeks Gas Rate Cut 


HARGING that the Arkansas Louisiana Gas 

Company’s rates are discriminatory and 
place the Magnolia Cotton Oil Company at a 
disadvantage in competing with the El] Dorado 
Cotton Oil Company, the Magnolia firm said 
recently it wanted to show the state utilities 
commission that Columbia county produces 
more gas than Union county. 

“Your petitioner (Magnolia) has learned 
that the reason for allowing El Dorado a 
cheaper rate than Magnolia was due to the 
fact that El Dorado was in the center of an 
oil and gas-prodycing area, but your petitioner 
would show the commission that Columbia 
county now produces more gas than Union 
county and there is no reason why Magnolia 
should not be given a rate on a parity with 
El] Dorado.” 

The Magnolia Company said it is charged 
18 cents per thousand cubic feet for gas, with 
2 cents being reduced for prompt payment. 
This 16-cent charge is 4 cents higher than the 
average rate of 12 cents charged against the 
El Dorado mill, said the Magnolia complaint. 

Arkansas Louisiana is attempting to charge 
20 cents per thousand cubic feet, minus 2 cents 
for prompt payment, the complaint charged. 
The proposed 18-cent rate for Magnolia would 
be 6 cents per thousand cubic feet higher than 
that for El Dorado, it said. 


Uniform System of Accounts 


T™ state utilities commission has adopted 
a uniform system of accounts for electric 
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utilities and has called upon the utilities to file 
any objections to the proposed system by Octo- 
ber 15th, P. A. Lasley, commission lawyer, an- 
nounced last month. 

The uniform accounting system will give 
the commission a fair basis for regulating 
utility rates and will help solve rate disputes, 
Mr. Lasley said. The proposed system, drafted 
by Joe Bond, Little Rock accountant, under 
commission contract, is patterned after model 
account systems of the Federal Power Com- 
mission. The new system will probably be in 
use by January Ist, Mr. Lasley said. 


FPC Rate Inquiry Begun 


AS investigation of rates charged by the 
Arkansas Power & Light Company and 
its 10-company “power pool’ to the aluminum 
plant at Lake Catherine was ordered on its 
own motion by the Federal Power Commis- 
sion September 8th. 

Notice of the inquiry was received by the 
state utilities commission, which indicated it 
would be represented at hearings to be called 
by the FPC. The Federal agency said : 

“The commission finds it necessary and 
proper in the public interest and in the interest 
of the war effort, and to aid in enforcement 
of provisions of the Federal Power Act, that 
an investigation be instituted by the Federal 
Power Commission on its own motion, into the 
rates, charges, classifications, practices, and 
contracts affecting the transmission and sale 
of electric energy” by the pool. 

The commission ordered the investigation 

“to determine whether any rate, charge, or 
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classification” in the sale of power to the 
aluminum plant is unjust, unreasonable, or un- 
duly discriminatory. 

No specific charges were made concerning 
the pool’s rates except by implication. The 
state commission said the pool’s rates average 
7 mills per kilowatt hour on the basis of 90 
per cent load factor, as compared to 6.05 mills 
charged by the Rural Electrification Adminis- 


tration-financed Ark-La Electric Codperative. 

It has been openly charged by the private 
power interests that Ark-La would lose a large 
sum annually if it is forced to carry out its 
—— to deliver power to the plant at 6.05 
mills, 

The rate schedule to which the FPC ap- 
parently objected was filed by the AP&L Au- 
gust Ist. 


California 


Gas Storage Plan Supported 


OVERNOR Olson of California, after a con- 
ference with Interior Secretary Ickes 
early last month, said he had been assured of 
support for plans for underground storage of 
natural gas at the Playa del Rey oil field near 
Venice, but that final action must await the 
examination of technical reports. 

Olson said he planned to sce Secretary of 
Commerce Jones to discuss contracts which 
might have to be made with the Defense Plant 
Corporation. The storage plan would necessi- 


tate government condemnation of oil fields and 
remuneration to owners. 


Bimonthly Bill Plan 


GCG” and electric customers served by Pa- 
cific Gas and Electric Company in dis- 
tricts outside of incorporated communities ex- 
cept the more populous suburban centers will 
be billed every two months after October 1st 
as a conservation measure. The bimonthly bill- 
ing, the company said, will reduce man power 
and conserve automobile equipment. 


Colorado 


Gas Heating Prohibited 


U SE of natural gas for heating new build- 
ing space, or space formerly heated by 
other fuel, was prohibited after September 
15th in Colorado, under an extension of the 
War Production Board Natural Gas Limita- 
tion Order L-31, it was announced at Denver 
by R. W. Hendee of Colorado Springs, gen- 
eral manager of the Colorado Interstate Gas 
Company. Announcement was made after a 


conference between Hendee and officials of the 
Public Service Company of Colorado, which 
purchases gas for Denver and vicinity from 
the Interstate Company’s pipe line. It was said 
to mean that after September 15th the Public 
Service Company cannot supply heating gas to 
new customers. 

Present customers and those whose new gas 
heating facilities were installed and connected 
prior to September 15th will continue to be 
served as usual, company officials said. 


Connecticut 


Told to Finish Classification 
Studies 


Sper gas and electric utility companies were 
ordered last month to complete before De- 
cember 31, 1943, the studies necessary for 
classifying their plants in the matter of a uni- 
form system of accounts for such companies 
by the state public utilities commission. 

Such companies shall also “submit to the 
commission on or before that date, the entries 
they propose to make to reclassify their plants 
as of January 1, 1941, so as to show both the 
original cost and the cost to the utilities of 
their plants.” 

The commission directed that “each utility 
shall also submit a comparative balance sheet 
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showing the accounts and amounts appearing 
on its books as of the effective date of the said 
uniform system of accounts, and the accounts 
and respective amounts as of the same date 
after the proposed entries shall have been 
made.” 


Power Lack Averted 


a werd ye taken by the utilities of New 
England in storing a more than adequate 
supply of fuel have averted any threat of a 
power shortage in this area during the com- 
ing winter, in the opinion of Samuel Ferguson, 
president of Hartford Electric Light Com- 
pany. 

The local utility, he said recently, is now 
completely converted, at a total cost of more 
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than $600,000, from oil to coal consumption, 
except for a single mercury boiler, incapable 
of being adapted to use of coal. To insure its 
preparedness to meet the extraordinary de- 
mands which will be made on it during this 
winter of total war, the company has added 
new coal-burning equipment, increased its stor- 
age yards, and now has 172,000 tons of coal or 
the oil equivalent on hand. 

Furthermore, instead of eating into these 
stored fuel supplies, Hartford Electric has 
been buying power from New York, and 
routing it to local consumers by way of Al- 
bany, thus letting the New York companies 
consume the coal whose transportation to this 
area would place a greater strain on the al- 
ready burdened railroads. This process, less 
efficient than producing a greater amount of 
power in the generating plants at Hartford as 
far as costs to the company are concerned, 


has enabled the utility to augment its reserves 
of coal by 110,000 tons since April, 1942, and 
to obtain in addition the 30,000 tons which it 
now consumes every month. 

Hartford Electric Light Company, President 
Ferguson said, is now completely prepared to 
meet all local power requirements, the only 
uncertain factor in the situation being the 
amount of aid it may be required to furnish 
to other more hard-pressed utilities during the 
winter season. 

Under the terms of WPB Order L-94, the 
New England states are designated as a single 
area, in which all power systems are to be 
integrated, without regard to ownership of 
reservoirs, generating plants, and transmission 
lines, in order to attain the greatest efficiency 
possible in power production. Any shortage 
which develops anywhere in New England is 
to be remedied by this pooling of facilities. 


District of Columbia 


Gas Hearing Recessed on OPA 
Plea 


|S pegs by the District of Columbia Pub- 
lic Utilities Commission on the petition 
of the Washington Gas Light Company on 
September 14th were recessed until September 
25th as the Office of Price Administration 
continued its fight to forestall commission ac- 
tion until after Congress acts on a bill which 
would make all utility increases subject to 
OPA approval. (See page 513.) The continu- 


ance was granted to allow OPA attorneys to 
file briefs. 

Harry R. Booth, OPA representative, at 
the hearing on September 14th offered the com- 
mission three suggestions for action in the rate 
increase petition, all of which were received 
without comment. 

These suggestions were (1) immediate 
dismissal of the entire rate increase case; (2) 
continuance until Congress has opportunity to 
act on the Norris bill; (3) reconsideration of 
the whole rate-scale arrangement because of 
the government’s policy. 


Illinois 


Transit Merger Hearings 


TTORNEYS and engineers for the Chicago 
A surface and elevated lines on September 
15th began the submission of evidence before 
the state commerce commission on the city’s 
long-pending $179,000,000 traction merger. 

At the outset of the hearings, which are 
being conducted by Commission Examiner 
Leslie E. Salter, five suburbs of Chicago filed 
an intervening petition challenging the legality 
of the proposed unification, 

The petitions, filed by Attorneys John F. 
Tyrrell of Oak Park and Louis Ancel of May- 
wood in behalf of their communities and 
Evanston, Cicero, and Forest Park, asserted 
that the proposed plan would give control of 
the proposed unified transit system to the city 
of Chicago. Such action, suburbs contended, 
would deprive them of home rule over transit 
facilities to be operated in their communities 
by the new company. 

Under enabling legislation adopted by the 
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state legislature in 1929, jurisdiction over fares, 
extensions, and service of the proposed united 
system (Chicago Transit Company) will pass 
from the state commerce commission to a 3- 
man local commission to be named by the 
mayor of Chicago. 

The suburbs’ petitions argued that this legis- 
lation is illegal and that the state commission 
cannot legally give up jurisdiction over prop- 
erties operated outside the city of Chicago to 
a commission representing only the residents 
of Chicago. 

The proposed merger would save at least 
$1,350,000 a year, or 2 per cent of the two 
systems’ present operating costs, Bert H. Peck, 
consulting engineer for the surface lines, esti- 
mated in a statement submitted to Fred Klein- 
man, chief of accounts and finance of the IIli- 
nois Commerce Commission, at a conference 
on the merger plan. 

Peck submitted the following schedule of 
possible savings : $340,000 through eliminating 
three street car routes ; $250,000 by closing 50 


OCT. 8, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


to 55 elevated stations; $50,000 by operating 
fewer surface cars on Milwaukee avenue from 
Logan square to the loop and shifting the load 
to elevated trains; $50,000 through combining 
shop facilities ; $125,000 through discontinuing 
service on the Kenwood avenue and stockyards 


branches of the “L”; $360,000 through elimi- 
nation of payments to the city for street clean- 
ing; and $600,000 in general administrative 
expenses. Although savings amount to $1,775,- 
000, Peck reduced the total estimated reduc- 
tion to the “conservative” figure of $1,350,000. 


Kentucky 


Utility Vote Blocked 


AlLureE of Frankfort and the Tri-City Util- 

ity Company to agree on a price for the 
local electric and water plants will make it 
impossible for the city to hold a referendum 
on the purchase of the properties in the No- 
vember elections. 

City Attorney Marion Rider said recently 
that the city’s petition for reduction of electric 
rates would be pushed before the state pub- 
lic service commission without awaiting action 
on Fy purchase program. 

Tri-City, formerly the Kentucky Light & 
Power Company, held out for $1,350,000 for 
the plants, Leslie J. Morris, chairman of the 
city’s negotiating board, said, adding that his 


board offered “much less” for the property. 
The city’s purchase option expired Septem- 
ber 15th, 


Gas Property Sale Ordered 


ALE of the gas properties of the Kentucky 
S Public Service Company, Glasgow, to sat- 
isfy a judgment of $53,000 in favor of the 
Kentucky Natural Gas Corporation, Owens- 
boro, was ordered in Federal court at Louis- 
pal on September 15th by Judge Mac Swin- 

or 

The date of the sale will be set when counsel 
for both parties agree on its form and order. 
Names of three appraisers of the properties 
were withheld until they accept appointments. 


Michigan 


FPC Urged to Ban Gas 
Diversion 


T= Federal Power Commission last month 
was urged by the Michigan Consolidated 
Gas Company to prohibit any diversion of nat- 
ural gas from Michigan to Ohio during cold 
weather periods. 

John W. Batten, vice president of the com- 
pany. said in a letter to the commission that 
diversion at such times , would “increase a 
shortage already serious,” particularly in the 
Detroit area. 

The commission is considering applications 
of the Panhandle Eastern Pipeline Company 
and the Ohio Fuel Gas Company for authority 


to interconnect their lines so as to bolster the 
supply for war plants in the vicinity of Toledo, 
as recommended by the War Production 
Board. 

“Beyond question,” Batten said, “the Pan- 
handle line has at present unused capacity dur- 
ing the summer months and to a lesser degree 
during the spring and fall months. However, 
during a considerable number of days during 
the winter consumers now attached will call 
for volumes considerably in excess of the re- 
puted capacity in the line.” 

Panhandle, which wholesales gas for dis- 
tribution in Michigan, and Ohio Fuel have 
urged quick approval of the interconnection, 
although they disagreed sharply on which 
company should control the Toledo area. 


Missouri 


Gas Refunds Held Up 


A CONTROVERSY over sufficiency of an im- 
pounded fund of $1,479,301 has delayed 
the mailing of refund checks to some 275,00 
gas customers of Laclede Gas Light Company, 
it was learned through press dispatches re- 
cently. 

The impounded fund is in the hands of the 
Central Missouri Trust Company of Jeffer- 
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son City which has been directed by Circuit 
Judge Sam C. Blair of Cole county to send 
out the checks for refunds due consumers for 
gas used between February 1, 1935, and Sep- 
tember 1, 1939, when the company was resist- 
ing a 6 per cent rate reduction ordered by the 
Missouri Public Service Commission. 

The bank contended, it was said, that the 
impounded fund is several thousand dollars 
short of the company’s refund obligation 
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which is 6 per cent of the gas bills collected 
by it under its general rate schedule during the 
period covered by the rate dispute. Because of 
this possible deficiency, the bank, with the 
court’s approval, has taken the position that it 
will not mail any refund checks until a com- 
plete report is filed by the gas company listing 
all customers entitled to refunds and showing 
the amount due each as computed from the 
company’s account books. 

The company admitted that the impounded 
fund was less than the obligation by an unde- 
termined amount, Vice President and General 
Counsel Robert W. Otto said recently, but in 
an effort to expedite the mailing of checks, 
offered to give the bank its signed agreement 
to make good any deficiency. This arrangement 
was not satisfactory to the bank. 

Any deficiency which may exist in the fund, 
Otto said, is because of an arbitrary deduction 
of one per cent withheld by the company from 
the monthly deposits made under the impound- 
ing order. 


Files Suit against Sales Tax 


Sin to determine whether the St. Louis Pub- 
lic Service Company was subject to pay- 
ment of the Missouri 2 per cent sales tax on 
approximately $5,400,000 in new street cars and 
motor busses, purchased by the company, was 
filed in Cole County Circuit Court on Septem- 
ber 9th by the Public Service Company and 
an affiliated concern, the Public Service Equip- 
ment Company, organized to finance the equip- 
ment purchases. 

Circuit Judge Sam C. Blair was asked for a 
declaratory judgment upon the merits of a 
claim by State Auditor Forrest Smith that 
the acquisition of the equipment was taxable, 
either upon the original delivery by the manu- 
facturers to the Public Service Equipment 
Company, or the subsequent transfer of owner- 
ship from the company to the Public Service 
Company. 

If the transactions are held taxable the sales 
tax would total about $108,000. 


x 
New York 


Utility Purchase Fought 


AYyoR LaGuardia’s proposal to have the 

city of New York buy the electric power 
plant of the Staten Island Edison Company 
at a price not to exceed $16,500,000 was op- 
posed recently by the directors of the Com- 
merce and Industry Association of New York, 
which made public a report by its committee 
on public utilities and law urging rejection of 
the plan. 


Probes Plan to Halt Gas 
Deliveries 


HE state public service commission on 

September 18th ordered an investigation 
of the Cabot Gas Corporation’s proposal to 
discontinue pipe-line delivery of natural gas 
from Pennsylvania to New York state cus- 
tomers. 

A public hearing was scheduled to be held 
at the Monroe county court house, Rochester, 
on September 25th. Operating 75 miles of pipe 
line in New York, the Cabot Corporation sup- 


plies gas to the Pavilion Natural Gas Com- 
pany and the Rochester Gas & Electric Cor- 
poration. 


Gas Restriction Permitted 


HE state public service commission last 

month granted the Rochester Gas & Elec- 
tric Corporation permission to restrict the 
supply of manufactured gas for space heating 
to existing customers. Under this rule, new 
customers will not be furnished with gas for 
heating of premises and existing customers 
will not be supplied with gas for use in new 
or additional equipment. 

The purpose of the restrictions is to con- 
serve the supply of gas for war industries and 
prevent possible overloads during the heating 
season. The company, it was stated, has been 
unable to increase plant capacity because of 
priorities on equipment that would be required 
in the installation of additional facilities. 

A similar restriction has been put into effect 
by the Long Island Lighting Company which 
serves nearly all of Nassau and Suffolk coun- 
ties and large areas in Queens county. 


Oklahoma 


Gas Rate Increase Ordered 


A’ increase of about 10 per cent in the 
Guthrie Gas Utilities Company gas rates 


for Guthrie was granted early last month by 
the state corporation commission. 

The new rate, effective immediately, pro- 
vides a charge of 42 cents a thousand cubic 
feet for the first 50,000 cubic feet and 39 cents 


for the next 25,000 cubic feet, the schedule 
dropping to 10 cents a thousand in the lowest 
bracket. The rate for the first 50,000 cubic 
feet had been 38 cents. 

A hearing was held about a year ago and 
appraisal of the property ordered. Reford 
Bond, chairman, said the rate did not go near 
the figure asked by the company, about 50 
cents. 
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He said the low rate was the result of a gas 
war in Guthrie. 


A delegation of Guthrie officials subsequent- 
ly gave notice of appeal from the order. 


Pennsylvania 


Fare Increase Petition Dismissed 


B fic state public utility commission on Sep- 
tember 9th dismissed the Philadelphia 
Transportation Company’s petition for a fare 
increase. The ruling also fixed the value of 
the PTC properties for rate purposes at $77,- 
000,000 and held 6 per cent to be the proper 
return. That was said to be approximately the 
present rate of earnings, according to figures 
filed in hearings on the petition. 


The valuation is about halfway between 
PTC’s estimate of $110,000,000 and the city’s 
figure of $53,000,000. One of the commission’s 
engineers testified last July that the property 
is worth only $58,914,000 

Rejection of the fare increase was a tech- 
nicality, it was said, so far as any immediate 
effect was concerned. 

The company withdrew its demand for high- 
er fares “for the duration” after the Office 
of Price Administration intervened. 


Rhode Island 


OPA-State Codperation 


HRISTOPHER Del Sesto, OPA director for 
Rhode Island, recently conferred with 
Thomas A. Kennelly, public utility administra- 
tor regarding the latter’s authority to codp- 
erate with the OPA in directing that taxicabs 
cease extensive trips serving only the pleasure 
of passengers. 

Administrator Kennelly has sent the follow- 
ing letter to Mr. Del Sesto: 

“This is in answer to our several telephone 
conversations and our personal meeting .. . 
regarding my authority to codperate with you 
in directing that taxicabs, in these war-time 
days, not use gasoline on extensive trips which 
only serve the pleasure of their passengers. 

“I find that there is no power granted to me 
under the laws of this sovereign state which 
would permit me to summarily order the taxi- 
cab companies to cease this practice. 

“Chapter 100 of the General Laws of 1938 
(Public Laws of 1930, Chapter 1552) de- 
scribes a taxicab as a ‘vehicle on call or de- 
mand, accepting or soliciting passengers in- 
discriminately for hire between such points 
along streets or highways as may be directed 


by the passenger or passengers’ and declares 
a taxicab to be a common carrier. 

“Chapter 122 of the General Laws, as 
amended in 1938, states in Article 2 that a com- 
mon carrier is a public utility. 

“Chapter 123 of the General Laws of 1923, 
which was enacted before the passage of the 
Taxicab Law, which is Chapter 122, refers to 
common carriers of commodities and makes 
it compulsory for them to accept all goods 
offered and provides a heavy penalty for re- 
fusal to do so. 

“A common carrier of persons, the same as 
of merchandise, must under the sections of 
law referred to above, accept passengers and 
transport them ‘as directed by the passengers.’ 

“Therefore, it would appear that the gen- 
eral assembly in enacting the chapters of law 
quoted herein not only granted the operators 
of taxicabs certain rights, but directed that 
they must fulfill certain obligations to the 
public they serve. 

“T am certain that an examination of these 
provisions of law will show you that I am not 
empowered to arbitrarily direct the companies 
to cease the practice which has been the sub- 
ject of our conversations.” 


South Carolina 


Rules on Power Tax 


7S Santee-Cooper Authority and the 
South Carolina Power Company, of 
Charleston, on September 12th appeared to have 
lost the first round of their joint endeavor 
to be exempted from the state’s tax on the 
generation of electric power. 

Claude K. Wingate, general counsel for the 
tax commission, has ruled that the authority 
and the power company are subject to this 
tax and has made this report to the commis- 
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sion, which will render a decision later. The 
final decision i is, of course, one for the 3-mem- 
ber commission, composed of Dr. Walter G. 
Query, J. P. Derham, and Francis M. Pinck- 
ney. 

The electric energy in question is that sold 
by Santee-Cooper to other agencies, including 
privately owned power concerns, for resale by 
them. In its contract with the South Carolina 
Power Company, the Santee-Cooper agrees to 
pay one-half of the tax. That is why they 
joined in their petition for exemption. 
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The Latest 
Utility Rulings 


Natural Gas Rate Cut Based on Original Cost 


Ss an aftermath to the United States 
Supreme Court decision in the 
Natural Gas Pipeline Case (42 PUR- 
(NS) 129), the Federal Power Com- 
mission has announced the filing by the 
company of new wholesale rate reduc- 
tions amounting to approximately $2,- 
738,000 a year. The new rates affect 
natural gas customers in Illinois, Iowa, 
Kansas, and Nebraska, and are in addi- 
tion to the $3,770,000 reduction arising 
from the Federal Power Commission’s 
“interim” rate order of July 23, 1940, 
which the highest court sustained. Thus, 
the FPC announced the closing of “the 
largest natural gas rate case in history,” 
amounting in all in savings to utility cus- 
tomers of approximately $6,500,000 a 
year. 

Probably the most significant angle of 
the most recent FPC action in this cele- 
brated case was the fact that after the 
Supreme Court had affirmed the “in- 
terim” rate reduction of approximately 
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$3,770,000 on the basis of the company’s 
estimate of reproduction cost, the com- 
mission’s staff thereafter went to work 
on the case again in the light of the Su- 
preme Court opinion, and found that an 
additional reduction of approximately 
$2,750,000 was required on the basis of 
actual cost of the company’s properties 
less depreciation and depletion reserves, 
plus working capital. As a result of sub- 
sequent conferences held by the commis- 
sion’s staff and the Natural Gas Pipeline 
Company and its subsidiary, Texoma 
Natural Gas Company, the new reduc- 
tions were filed upon the suggestion of 
the commission’s staff. The commission 
formally approved this action after al- 
lowing the Illinois Commerce Commis- 
sion opportunity for any further com- 
ments (which were not forthcoming). 
Illinois Commerce Commission v. Nat- 
ural Gas Pipeline Co. of America et al. 
(Docket No. G-109, G-112, September 
19, 1942). 


FPC Has Authority to Order Disallowed 
Cost Charged to Surplus 


N order of the Federal Power Com- 
mission requiring a power com- 
pany to charge against earned surplus 
amounts disallowed as part of original 
cost of a licensed power project was sus- 
tained by the circuit court of appeals, 
sixth circuit, as against arguments that 
the commission lacked jurisdiction and 
that the order was arbitrary and con- 
fiscatory. A petition for review of pre- 
ceding orders determining original cost 
was denied for failure of the company 
to apply for rehearing and to seek a re- 
view within the time limit required by 
the Federal Power Act. 
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The company contended that the 
earlier orders determining original cost 
and directing the company to conform 
its books and accounts accordingly were 
not reviewable as they did not adversely 
affect it and would not affect it unless 
and until the determination contained 
therein was in some way used to its detri- 
ment. It argued that only when the third 
order was entered, specifically directing 
the disallowed amounts to be charged to 
surplus, the company considered it- 
self aggrieved and so entitled to a court 
review. 

The court rejected such contention, 
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holding that a direction that the licensee 
establish accounts showing a debit bal- 
ance in its fixed capital assets was an 
affirmative determinative order directing 
action, was more than a mere finding, 
and its mandate entailed more than mere 
preservation of evidence. 

Referring to later action which might 
involve the accounts, such as recapture 
proceedings after fifty years, determina- 
tion of excess earnings after twenty 
years, and the right of the United States 
to take over a licensed project when the 
safety of the country demands it, the 
circuit court of appeals said in part as 
follows: 

While adjudication may not in some re- 
spects be applicable until after the lapse of 
years, in other aspects it may instantly be- 
come of highest importance. This must be 
so when the safety of the United States re- 
quires, Bitter experience has demonstrated 
that threats to national safety do not always 
proclaim their coming in advance, and the 
need for use by the government of power 
projects may suddenly appear. In this situ- 
ation choice between one project and an- 
other immediately and peremptorily re- 
quired, may rest upon comparative ad- 
judications of cost of construction or net in- 
vestment. 


The fact that the state commission in 
which the company operated could regu- 
late rates and service, thereby excluding 
present authority of the Federal Power 
Commission in this respect, did not, ac- 
cording to the court, deprive the Fed- 
eral commission of jurisdiction to regu- 


late and control accounting and to re- 
quire the company to make effective the 
commission’s finding of actual original 
cost or net investment. 

An argument that the wiping out of 
a large part of the company’s surplus 
would result in disastrous consequences 
to the value of its securities, said the 
court, necessarily conceded that a like 
result would follow whenever, under the 
recapture or emergency provisions, the 
finding of net investment of the licensee 
is finally made effective. The conse- 
quences might even be much more seri- 
ous because of the investing public be- 
ing lulled into a false sense of security 
by the passing of time. It was therefore 
1eld not arbitrary or beyond the com- 
mission’s scope of authority to require 
that the value of capital assets for 
dividend or security valuation purposes 
should be the same as for expropriation 
or recapture purposes and be adequately 
disclosed from the beginning upon the 
books of the company. 

The required charge to surplus, more- 
over, was said to be in no sense a con- 
fiscation of the company’s property in 
view of the fact that a licensed project 
is not only subject to accepted conditions 
of amortization, recapture, or taking 
over, but also subject to revocation of the 
license if certain of its conditions are not 
complied with. Louisville Gas & Elec- 
tric Co. v. Federal Power Commission, 
129 F(2d) 126. 


7 


Amount Disallowed as Original Cost Must 


Be Charged to 


A COMPANY licensed to construct a 
power project cannot retain infla- 
tion in its accounts, whether project or 
nonproject, said the Federal Power Com- 
mission, in an opinion issued subsequent 
to its decision in Re Niagara Falls Power 
Co. 44 PUR(NS) 291. In that decision 
the company had been ordered to remove 
from project accounts and transfer to 
earned surplus more than $15,000,000 of 
disallowed items. Subsequently the com- 
pany was required to show cause why 
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Earned Surplus 


the accounting instructions and require- 
ments contained in paragraphs (A) to 
(F) of the commission’s order should 
not be made effective and enforced, and 
to submit such accounting treatment as 
the licensee might propose. 

In response to this direction, the com- 
pany contended that some portion of the 
amount might be laid to nonproject 
lands. It was also contended that some 
portion was retired prior to the license 
date, but the commission said that the 
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licensee had failed to show what portion, 
if any, was in fact retired. 

The basic objection was made that the 
accounting requirements would adverse- 
ly affect the company’s credit and im- 
pair distribution of earnings. The com- 
mission conceded that any deficit cre- 
ated in earned surplus would preclude 
the declaration of dividends, until the 
deficit is wiped out. The licensee, how- 
ever, could have proposed the creation 
of a capital surplus for absorption of 
such deficit. The licensee, said the com- 
mission, had been given full opportunity 
to propose an alternative accounting 
treatment but, instead of submitting con- 
structive proposals, it had asked the com- 
mission to revise accounting require- 
ments to permit it to retain the disallowed 
amounts. The company asserted that dis- 
position of the disallowed amounts had 
no legal significance except in connec- 
tion with the ascertainment of a recap- 
ture price, should the property be taken 
over at the expiration of the license. It 
further requested that it be permitted to 
accumulate a reserve out of future earn- 
ings sufficient in amount to equal, at the 
expiration of the license, amounts or- 
dered charged to earned surplus. 

To sanction such a proposal, said the 


commission, would be to nullify the basic 
purposes of the Federal Power Act, to 
ignore interests of consumers and in- 
vestors, and to permit the declaration of 
dividends out of capital. The courts, it 
was pointed out, have consistently re- 
jected the contention that the commis- 
sion’s determination of cost of a licensed 
project is no more than preservation of 
evidence useful only when the license has 
expired. The contention, it was said, fur- 
ther ignored the provision of § 10(d) of 
the act which requires that excessive 
earnings, after the first twenty years of 
operation, under the license shall be ac- 
cumulated in an amortization reserve for 
use in reduction of the net investment 
in the project. The first twenty years un- 
der this license have expired. 

The company, it was said, had also 
ignored § 16 of the act, under which the 
United States may take immediate pos- 
session of the project when “the safety 
of the United States demands it.” As- 
sertions that the accounting requirements 
would conflict with and impair the regu- 
latory jurisdiction of the New York 
commission and of the Securities and 
Exchange Commission were declared 
erroneous. Re Niagara Falls Power Co. 
(Project No. 16, Opinion No. 77-A). 


e 


Court Upholds SEC Authority over Operating 
Utility Reorganization 


s&s right of the Securities and Ex- 
change Commission to require 
complete reorganization of an operating 
company if such action is in line with an 
equitable distribution of the voting 
power of the concern has just been af- 
firmed by a Federal District Court in 
Jacksonville, Florida. 

In the first contested case under the 
corporate simplification section of the 
“death sentence” clause involving an 
operating company, and in the first case 
anywhere determining the power of the 
commission under the last sentence of 
that section, 11(b) (2), the commission 
was sustained. 

The case was that of the Jacksonville 


Gas Company, a subsidiary of the Amer- 
ican Gas & Power Company. Judge 
Louie W. Strum upheld a voluntary 
plan for reorganization submitted to the 
SEC by Jacksonville Gas and in turn 
submitted by the commission to the court 
for enforcement. 

Judge Strum found that the com- 
mission had considerable power under 
the last sentence of § 11(b)(2). He 
stated : 

When the act says that the commission is 
not authorized to require any change in the 
corporate structure of an operating utility, 
“except for the purpose of fairly and 
equitably distributing voting power among 
the security holders of such company,” it 
clearly implies that the commission may re- 
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quire such change if it be for that pur- 
pose. ... 

The act contemplates that ordinarily the 
fair and equitable distribution of voting 
power in a holding company system may be 
accomplished by adjustments in the corpo- 
rate structure of the holding companies 
themselves, rather than in the operating 
companies. But where, as here, intrinsic in- 
equity in the distribution of voting power is 
found in the structure of an operating com- 
pany, and the purpose of a proposed plan is 
to remedy that inequity, the above-quoted 
language, when given its proper perspective 
in the whole act, authorizes the commission 


to appropriately readjust the corporate struc- 
ture of that particular operating utility, even 
though a comprehensive internal reorganiza- 
tion, affecting all classes of security holders, 
is necessary to accomplish that end. 


In previous administrative practice 
the SEC had not attempted to make use 
of the power to reorganize an operating 
company under conditions recognized by 
Judge Strum’s opinion. Security Ex- 
change Commission v. Jacksonville Gas 
Co. 


e 


Intervention Denied - 


t.* consumers of distributing utili- 
ties, seeking to intervene in pro- 
ceedings before the circuit court of ap- 
peals in a matter relating to the dis- 
tribution of moneys collected in excess 
of rates authorized by the Federal Power 
Commission, were denied the right to 


intervene on the ground that intervention 
would be inconsistent and at variance 
with their action in court suits brought 
for like or similar relief. Natural Gas 
Pipeline Co. of America et al. v. Federal 
Power Commission et al. 129 F(2d) 515 
(Case 1). 


= 


War Conditions and Lack of Local Consent 
Prevent Bus Line Extension 


N application by residents of a town 
for a bus line extension beyond 
municipal limits was denied by the New 
York commission because of the absence 
of a consent from the town and of spe- 
cific proposals as to service and fares. 
Moreover, the transportation company 
did not have available necessary equip- 
ment which could be spared and the re- 
quirements of the Office of Defense 
Transportation restricted the use of 
available busses. This was without preju- 
dice to renewal when a consent has been 
granted, necessary equipment is avail- 
able, and ODT orders permit. 

The question was raised whether un- 
der the so-called Parsons amendment, 
adding provisions to §§ 63-a and 63-b of 
Article 3-A of the Public Service Law, 
a local consent is necessary before the 
commission can order an extension of 
bus service. This amendment provides 
that upon complaint in writing of not less 
than twenty-five persons the commission 
may investigate and, after investigation, 
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may order an extension as required by 
public convenience. The section is silent 
on the question whether local consents 
are required or whether the transporta- 
tion company may be required to fur- 
nish service without its consent. Sections 
66 and 67 of the Transportation Corpora- 
tions Law provide that a municipal con- 
sent is necessary for the operation of an 
omnibus line. 

The commission, stating the general 
principle that courts do not favor the 
repeal of a statute by implication, held — 
that §§ 66 and 67 are still controlling and 
that the commission should not order 
the requested extension unless the con- 
sent of the town has been obtained, A 
contention that a consent of the munici- 
pality was also necessary was dismissed, 
as no part of the proposed route is situ- 
ated in the city. 

An argument by counsel for the trans- 
it company that the commission lacks 
power to order such an extension was 
disposed of with the statement : 
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There may be a tenable constitutional 
argument here, but in any event this would 
have to be decided in the courts. In analo- 
gous situations, gas and electric companies 
have been required with the sanction of the 
courts to extend their service lines. I hold 
that if the necessary consent of the town of 


e 


Greece is supplied, and if the facts as to 
convenience and necessity warrant, the 
Rochester Transit Corporation could be re- 
quired to render the service requested. 


Re Rochester Transit Corp. (Case No. 
10835). 


Project Cost Determination Excludes Loss 
Due to Idle Installation 


e a determination of the actual costs 
of a power project the Federal Power 
Commission decided against the com- 
pany’s claim for a long construction 
period resulting from the business reces- 
sion of 1929-1930. The project was an 
operating unit of the system as early as 
April, 1932. When it became apparent 
that the project contemplated as neces- 
sary to meet the anticipated growth of 
demand was not required to meet the 
system load, steps were taken to retard 
the construction program. Manufactur- 
ers were directed to postpone delivery of 
equipment. The result was to prolong 
construction activities until January 21, 
1933. The commission said : 


Licensee contends that its acts were in 
conformance with sound business principles, 
that the completion date met the require- 
ments of the license, and therefore interest 
during construction should be allowed for 
the entire period to January 21, 1933. With 
this we are unable to agree. The effect of the 
deliberate delay in construction was to in- 
crease project cost and to postpone the 
necessity of paying project fixed charges 
from revenues of licensee’s system. We can- 
not permit operating losses due to idle in- 
stallation to be capitalized as a construction 
cost. While we make every effort to require 
conservative planning and reasonable ex- 
penditures by a licensee, the act does not 
guarantee a return on the investment in a 
licensed project. Moreover, the license pre- 
scribes the maximum, not the minimum, 
period which may be utilized in project con- 
struction. Interest during construction, taxes, 
and related charges are to be allowed for 
the period during which licensee, by due 
diligence and prudence, could have com- 
pleted the project. 


The commission also disallowed a 
claim for investigating other streams, 
since the sites investigated were still 
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available for development and their flow 
unaffected by construction of this proj- 
ect. 

Such cost, it was said, could be car- 
ried in suspense account until the sites 
investigated are developed or definitely 
abandoned. A claim for the cost of study 
of power requirements was disallowed 
with the statement that such surveys are 
system expenses, one of the necessities 
of alert management, but are not part 
of actual legitimate original cost of the 
project. 

Contingent salaries paid to officers and 
employees of the contractor, in addition 
to regular salaries, measured by a per- 
centage of net earnings, were excluded 
on the ground that they represented the 
distribution of profits. Payments made 
as “cessation salaries” to various classes 
of field construction employees in the in- 
tervals between jobs were, however, ap- 
proved as a necessary overhead cost of 
the contractor. 

Investigation expense was disallowed 
as not representing overhead costs on 
the project, since the contractor, because 
of affiliation, was assured of the busi- 
ness. Executive salaries representing new 
business expense were similarly disal- 
lowed because of the affiliation. 

Other items disallowed were enter- 
tainment expenses, traveling expense 
having no relation to the project, an an- 
nual retainer made to Massachusetts In- 
stitute of Technology, and an allocation 
of general administrative expense on the 
basis of arbitrary percentages. 

A loss due to bank failure was al- 
lowed, with the statement that such a loss 
is an unavoidable business expense. Ad- 
ditional liquidating dividends, however, 
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must be credited to project costs as they 
are received. Re Puget Sound Power & 


e 


Light Co. (Opinion No. 78, Project No. 
943). 


Other Important Rulings 


Pane lessee of property taken, injured, 
or destroyed by reason of the aboli- 
tion of an existing grade crossing and the 
construction of a new crossing was held 
by the Pennsylvania commission to be 
entitled to compensation for damages. 
Re Department of Highways of the 
Commonwealth of Pennsylvania (A ppli- 
cation Docket No. 60222). 


Notwithstanding an early decision 
that a water company cannot sell or lease 
its corporate property and privileges 
without legislative authority, the sale of 
such assets is valid when authorized by 
a public utilities commission established 
since such decision, it was ruled by the 
supreme judicial court of Maine. Hodges 
v. South Berwick Water Co. et al. 26 
A(2d) 645, 


A technical adviser and consultant en- 
gaged by the commission to investigate 
various properties of public utility com- 
panies was held not to bea state employee 
within the constitutional provision limit- 
ing compensation payable to public offi- 
cers, where he received a fixed compen- 
sation but was not under the control or 
direction of the commission with respect 
to methods to be employed by him in his 
work. Talbott v. Public Service Commis- 
sion, 163 SW (2d) 33. 


A lumber company contracting to sell 
and transport lumber to a customer’s 
yard before purchase and receiving from 
the customer an amount so exceeding the 
sum paid by the company to mills for 
the lumber as to approximate the charge 
that would be made by authorized car- 
riers under the Motor Carrier Act was 
held to be engaged primarily in interstate 
commerce by motor vehicles for hire un- 
der contract and a contract carrier with- 


Nore.—The cases above referred to, where decided by courts or re 
will be published in full or abstracted in Public Utilities 
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in the purview of the act. Stickle (A.W.) 
& Co. v. Interstate Commerce Commis- 
sion 128 F(2d) 155. 


The Wisconsin commission held that 
a municipality was entitled to a fair re- 
turn from operation of an electric plant 
and to keep any profits although its in- 
vestment had been repaid; that the mu- 
nicipality properly charged to surplus 
account of the electric plant the expense 
of installing flood-lighting equipment on 
a municipal field and the expense of 
lighting a community Christmas tree; 
and that the municipality was not obliged 
to derive the same amount of return 
from its electric plant and its water 
plant. LaFave et al v. City of Two Rivers 
(2-U-1821). 


The Pennsylvania commission held 
that it had authority to order a railway 
company to extend and operate over a 
sidetrack in a village irrespective of its 
first securing permission from that mu- 
nicipality. Re Scaife Co. (Application 
Docket No. 61126). 


Exemption from lateral clearance 
standards to permit construction of a 
loading spur within an existing building 
at a depressed track pit was granted toa 
company engaged in war production. A 
suggestion that no trainmen be permitted 
to work within the building and that cars 
be drawn to position by cable pullers was 
held not feasible. Re Massey-Harris 
Tank Plant (2-R-1444). 


Contingent wage increases were held 
by the Wisconsin commission not to be 
allowable operating expenses as a basis 
for rate increases in the absence of firm 
commitments or agreements. Re Home 
Telephone Co. (2-U-1833). 


latory commissions, 
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WAR PRODUCTION BOARD 


Text of Order Curtailing Use of 
Manufactured Gas 


(Part 3039, Limitation Order L-174.) 


Service, § 332 — Curtailment during war — Manufactured gas. 


Complete text of War Production Board’s Limitation Order L-174 cur- 
tailing and prohibiting deliveries of manufactured gas because of war con- 


ditions, 


(August 25, 1942.) 


Part 3039—Manufactured Gas 
(Limitation Order L-174) 


Order Curtailing Consumption of 
Manufactured Gas 


Whereas because of increased manu- 
factured gas requirements for war pro- 
duction and civilian uses, because of 
scarcity of materials for the construc- 
tion and operation of manufactured gas 
plants, mains, and other facilities, and 
because of shortages of transportation 
facilities to haul fuel and materials used 
in the production of manufactured gas, 
shortages of manufactured gas have oc- 
curred in certain areas of the United 
States and are threatened in others; and 

Whereas during periods of adverse 
weather conditions, the demand for man- 
ufactured gas in many areas may in- 
crease beyond the capacity for existing 
facilities to meet such demand; and 

Whereas the limitations upon deliv- 
eries of manufactured gas hereinafter 
ordered are necessary in order to main- 
tain deliveries of manufactured gas to 
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war industries and essential civilian 
services : 


Now, therefore, it is ordered: 

Sec. 3039.1 General Limitation Order 
—(a) Definitions. For the purposes of 
this order: (1) “Person” means any 
individual, partnership, association, busi- 
ness trust, corporation, governmental 
corporation or agency, or any organized 
group of persons whether incorporated 
or not. 

(2) “Utility” means any person in 
the United States engaged in producing, 
transmitting or supplying manufactured 
gas directly or indirectly for general use 
by the public. Any system supplying 
natural or mixed natural and manufac- 
tured gas is not subject to this order but 
is subject to the provisions of Limita- 
tion Order L-31. 

(3) “Nonutility producer” means any 
person who owns or operates any gas 
production or transmission facilities and 
who is not included in the definition of 
“utility” in paragraph (a) (2). 

45 PUR(NS) 











(4) “Consumer” means any ultimate 
user of manufactured gas produced, 
transmitted or distributed by any Utility 
or by any nonutility producer which is 
interconnected with any utility. 

(5) “Manufactured gas” means any 
combustible gas produced by any manu- 
facturing process (other than liquefied 
petroleum gas unmixed with any gas 
produced by any other manufacturing 
process). 

(6) “Standby facilities” means equip- 
ment designed to use a fuel other than 
fuel oil to replace manufactured gas, 
and for the operation of which a supply 
of such fuel is obtainable. 

(1) “Space heating equipment” 
means equipment used for the purpose 
of raising ‘atmospheric temperature in 
any building or portion thereof. 

(b) Gas system operations. (1) 
Each utility shall so operate its gas man- 
ufacturing, transmission, storage, dis- 
tribution, and other facilities, as to 
achieve so far as practicable the max- 
imum output of gas in any area in which 
a shortage of manufactured gas exists 
or is imminent. Where necessary for 
the above purposes, the Director Gen- 
eral for Operations will from time to 
time issue directions as to the operation 
of gas manufacturing, transmission, 
storage, distribution, or other facilities, 
and as to deliveries of gas. 

(2) Each utility shall, as soon as 
practicable, make an investigation of the 
type, amount, and availability of any 
manufactured gas production facilities 
owned or operated by any nonutility pro- 
ducer located in or near its operating 
area, whether or not interconnected with 
such utility, and shall make such ar- 
rangements (including arrangements 
for interconnections where feasible) as 
can be made by means of voluntary 
agreement among the parties and as may 
be necessary or advisable to meet or to 
anticipate shortages of manufactured 
gas. Where such arrangements require 
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the use of materials in excess of those 
available under any priority order is- 
sued by the Director General for Opera- 
tions, application for authority to use 
or to acquire such materials shall be 
made to the Director General for Opera- 
tions in accordance with established 
procedures. In any case in which ef- 
forts to complete voluntary arrangements 
fail, the utility shall report the fact to 
the Director General for Operations, 
setting forth all pertinent information. 
The Director General for Operations 
will, where necessary to accomplish the 
purposes of this order, issue specific di- 
rections to utilities and nonutility pro- 
ducers as to the integration of manufac- 
tured gas facilities. 

(3) Upon notice from the Director 
General for Operations to any nonutility 
producer that a gas shortage exists or is 
imminent in any area served by any util- 
ity with which such nonutility producer 
is interconnected, such nonutility pro- 
ducer shall so order its operations as to 
make available for delivery to such util- 
ity all manufactured gas which it is 
capable of producing or supplying and 
which is not essential for is own opera- 
tions, unless the Director General for 
Operations shall, upon application, de- 
termine that such gas, because of differ- 
ences in heat value or chemical composi- 
tion, cannot practicably be mixed with 
the gas supplied by such utility. It shall 
also make available for delivery to such 
utility further quantities of gas in ac- 
cordance with directions of the Director 
General for Operations. 

(c) Limitation on deliveries of manu- 
factured gas. (1) In the event that the 
supply of manufactured gas available in 
any area is insufficient to meet the de- 
mand therefor, and reduction in deliv- 
eries to consumers becomes necessary, 
the utility supplying such area shall re- 
duce deliveries to its consumers in the 
following manner and in accordance with 
such other specific directions as the Di- 
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rector General for Operations may from 
time to time issue: 

(i) First, the utility shall, within the 
limits of its contractual rights, reduce 
deliveries (except those deliveries to 
war producers and essential civilian 
services referred to in Exhibit A, as 
the same may be amended from time to 
time) to all consumers purchasing gas 
under contracts permitting the supplier 
to interrupt deliveries, and shall, within 
the limits of its contractual rights, re- 
duce deliveries to all consumers who 
have standby facilities the operation of 
which can directly or indirectly alleviate 
the shortage of manufactured gas in the 
area. 

(ii) Second, the utility shall, without 
regard to its contractual rights or those 
of any consumer, reduce deliveries to all 
consumers who have standby facilities 
to the extent to which the operation of 
such facilities can directly or indirectly 
alleviate the shortage of manufactured 
gas in the area. 

(iii) Third, whenever a utility finds 
that further reductions in deliveries in 
accordance with this paragraph are or 
will become necessary to relieve an ac- 
tual or threatened shortage of manu- 
factured gas, such utility shall notify 
the Director General for Operations 
who will prescribe such schedules or is- 
sue such directions as may be necessary 
in respect to deliveries to all consumers 
(other than deliveries to war producers 
and essential civilian services referred 
to in Exhibit A, as the same may be 
amended from time to time). Thereup- 
on, such utility shall, without regard to 
its contractual rights or those of any con- 
sumer, reduce such deliveries in accord- 
ance with such schedules and directions. 

(iv) If, after effectuating the reduc- 
tion in deliveries of gas required by or 
pursuant to the foregoing provisions of 
this paragraph, it becomes necessary to 
curtail the deliveries of gas to war 
producers and essential civilian services 
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referred to in Exhibit A, as the same 
may be amended from time to time, the 
Director General for Operations will 
issue specific directions providing for 
such curtailment. 

(2) Whenever, pursuant to para- 
graph (c) (1) above or any directions 
issued thereunder, any utility is ob- 
liged to reduce deliveries to any con- 
sumer, such utility shall so inform all 
consumers to be curtailed, and each such 
consumer shall, upon such notification, 
reduce his acceptance of deliveries of 
manufactured gas in accordance with 
such notification. 

(3) Whenever any utility finds it 
necessary to reduce deliveries, pursuant 
to paragraphs (c)(1) (ii), (c)(1) (iii), 
or (c)(1)(iv), such utility shall im- 
mediately notify the Power Branch of 
the War Production Board. Ref: L- 
174, of such curtailment by telegram. 
Following each such curtailment, the 
utility shall submit to the Power Branch 
a detailed report of the duration of cur- 
tailment and the extent to which deliv- 
eries to each such consumer were cur- 
tailed. Such report shall be filed on 
Form PD-628. 

(d) Restrictions upon increased de- 
liveries. After September 1, 1942, no 
utility shall deliver manufactured gas to 
any consumer, other than a domestic 
consumer, for the operation of any gas- 
fired equipment which was not operated 
by such consumer, or at the same prem- 
ises, prior to such date unless: 

(1) The total input capacity of all 
such equipment operated by any con- 
sumer is less than 150 cubic feet per 
hour, or 

(2) Such equipment replaces existing 
gas-fired equipment of equal or greater 
capacity, or 

(3) Such deliveries are specifically 
approved in advance by the Director 
General for Operations. Any consum- 
er or utility which considers that such 
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deliveries are necessary for war produc- 
tion or the operation of an essential 
civilian service may apply for such ap- 
proval to the Director General for Op- 
erations. 

(e) Restrictions upon deliveries of 
manufactured gas for space heating. 
After September 1, 1942, except where 
otherwise directed by the Director Gen- 
eral for Operations, no utility shall de- 
liver, and no consumer shall accept de- 
liveries of manufactured gas for the op- 
eration of any space heating equipment 
unless such equipment: 

(1) Was installed (or if converted 
from some other fuel to manufactured 
gas, such conversion was completed) 
prior to September 1, 1942, or 

(2) Replaces gas-fired space heating 
equipment of equal or greater capacity, 
or 

(3) Was installed prior to November 
15, 1942, in a new building, and such 
equipment was specified in the construc- 
tion contract, and the foundation under 
the main part of the structure in which 
the equipment is to be installed was com- 
pleted prior to Sept. 1, 1942. 

(f) Applications to Director General 
for Operations. (1) Any person who 
considers that any reducation in or pro- 
hibition of deliveries of manufactured 
gas made or proposed to be made 
pursuant to paragraphs (c)(1) or 
(e) or any direction issued thereun- 
der interferes or will interfere materi- 
ally with war production or the operation 
of an essential civilian service, may ap- 
ply for relief to the Director General 
for Operations who may grant such 
specific exemptions or take such other 
action as may be consistent with the 
purposes of this order. Such applica- 
tion shall state the nature of the war 
materials being manufactured or the 
nature of the service, the extent to which 
such production or service has been or 
may be curtailed because of reduced de- 
livery of manufactured gas or inability 
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to use gas for space heating, and the 
increase in deliveries of manufactured 
gas required for restoration of full pro- 
duction or service. 

(2) Any utility which considers that 
the capacity of its gas manufacturing 
equipment and the supply of fuel oil, 
coal, coke or other fuel available for 
gas manufacturing are sufficient to take 
care of all existing and estimated future 
requirements of war industry and un- 
restricted civilian use, may apply for 
exemption of the system or any portion 
thereof from the provisions of this or- 
der or any direction issued hereunder to 
the Director General for Operations who 
may grant such exemptions or take such 
other action as may be consistent with 
the purposes of this order. 

(g) Appeal. Any person affected by 
this order who considers that compliance 
therewith would work an exceptional 
and unreasonable hardship on him may 
appeal for relief to the Director General 
for Operations who may grant such 
specific exemptions or take such other 
action as may be consistent with the pur- 
poses of this order. 

(h) Violations. Any person who 
wilfully violates any provision of this 
order or any direction of the Director 
General for Operations issued hereun- 
der, or who wilfully furnishes false in- 
formation to the Director General for 
Operations in connection with this order, 
is guilty of a crime and upon conviction 
may be punished by fine or imprison- 
ment. In addition, any such person may 
be prohibited from obtaining deliveries 
of manufactured gas or from making or 
obtaining further deliveries of, or from 
processing or using, other material under 
priority control and may be deprived of 
priorities assistance by the Director Gen- 
eral for Operations. 

(i) Reports and information. (1) 
Each utility shall keep and preserve for 
not less than two years accurate and 
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complete records concerning deliveries 
of manufactured gas to consumers. 

(2) Such records shall be subject to 
inspection by duly authorized representa- 
tives of the War Production Board. 

(3) All persons affected by this order 
shall execute, and file with the War 
Production Board such report and ques- 
tionnaires as said Board shall, from time 
to time, request. 

(j) Communications to War Produc- 
tion Board. All reports required to be 
filed hereunder, and all communications 
concerning this order, shall, unless oth- 
erwise directed, be addressed to Power 
Branch, War Production Board, Wash- 
ington, D. C. Ref: L-174 (P.D. Reg. 
1, as amended, 6 F.R. 6680; W.P.B. 
Reg. 1, 7 F.R. 561; E.O. 9024, 7 F.R. 
329; E.O. 9040, 7 F.R. 527; E.O. 9125, 
7 F.R. 2719; sec. 2(a), Pub. Law 671, 
76th Cong., as amended by Pub. Laws 
89 and 507, 77th Cong.). 

Issued this 25th day of August, 1942. 

Amory HoucHTon, 
Director General of Operations. 


Exhibit A 


I. Deliveries, except for space heating 
purposes, to consumers whose opera- 
tions fall within the classifications listed 
below : 

(1) Fire and police stations, post of- 
fices, courthouses, schools, and prisons. 

(2) Public eating establishments, in- 
cluding restaurants, cafes, etc. 

(3) Bakeries and dairies. 

(4) Plants exclusively engaged in the 
production of the following munitions, 
equipment or materials: 

(a) Airplanes, airplane engines, and 
parts. 


(b) Naval and merchant ships and 
parts. 

(c) Ordinance items, including guns, 
ammunition, explosives, combat vehicles, 
radio equipment and parts. 

(d) Aluminum and alumina. 

(e) Magnesium. 

(f) Copper, brass, tin and lead. 

(g) Zinc. 

(h) Manganese. 

(i) Mercury. 

(j) Abrasives. 

(k) Graphite electrodes. 

(1) Forgings. 

(m) The following machinery and 
equipment: Power boilers, search- 
lights, electrical measuring instruments, 
generators, transformers, electrical con- 
trol and switchboard apparatus ; heat ex- 
changers, pressure vessels, wire and 
cable, steam engines, steam turbines, 
Diesel engines, gas engines, crawler 
tractors, mining machinery and equip- 
ment, machine tools, machine tool ac- 
cessories and machinists’ precision tools, 


pumps and compressors, surveyors and 
conveying equipment, industrial cars and 
trucks, industrial blowers, exhaust and 


ventilating fans; mechanical testing 
equipment, ball and roller bearings and 
parts, mechanical power transmission 
equipment, water purification equipment, 
locomotives and railroad cars, naviga- 
tion instruments, surgical, medical and 
dental equipment and supplies; optical 
instruments and lenses. 

(n) Iron ore, pig iron, steel, and fer- 
roalloys. 

(0) Sulphuric acid. 

(p) Liquid oxygen. 

(q) Rubber. 


II. Deliveries, including deliveries 
for space heating purposes, to hospitals. 
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SECURITIES AND EXCHANGE COMMISSION 


Re The Commonwealth & Southern 
Corporation 


[File No. 59-20, Release No. 3534.] 


Security issues, § 96 — Recapitalization — Common stock basis — Effect of war 


conditions. 


Conditions resulting from the national war effort make it more necessary 
than ever in the public interest and for the protection of investors and con- 
sumers that a petitioning holding company comply with § 11(b)(2) of 
the Holding Company Act, 15 USCA § 79k(b)(2), in a proceeding in 
which the company has been ordered to recapitalize on a common stock 


basis. 


[May 15, 1942.] 


P 


ETITION for rehearing on order requiring holding company 
to recapitalize on common stock basis; denied. For original 


decision, see 44 PUR(NS) 217. 


Mm APPEARANCES: John C. Weadock 

and Winthrop, Stimson, Putnam & 
Roberts, for The Commonwealth & 
Southern Corporation. 


By the Commission: The Com- 
monwealth and Southern Corporation 
(hereinafter referred to as ‘“Common- 
wealth”) has filed a petition, pursu- 


¥ 


ant to Rule XII (d) of our Rules of 
Practice, for a rehearing with respect 
to our order entered in this matter on 
April 9, 1942, 44 PUR(NS) 217. 
The order, issued pursuant to § 11 
(b)(2) of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79k(b)(2) and based on our find- 
ings and opinions heretofore issued,? 





1Re The Commonwealth & Southern Corp. 
(1941) 40 PUR(NS) 306; and (1942) 44 


[1] 


1 


PUR(NS) 217, Holding Company Act Re- 
leases Nos. 2831 and 3432. 
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directed inter alia that Commonwealth 
“change its present capitalization to 
one class of stock, namely, common 
stock within one year from 
the date hereof, without prejudice to 
its right to apply for additional time 
for compliance with such order as 
provided in” subsection (c) of § 11 
of the act. Such order contemplated 
that hearings would be _ resumed 
promptly in the pending proceedings 
under §§ 11(b)(1) and 11(b)(2) 
for the taking of evidence relating to 
a plan theretofore filed in the proceed- 
ing by Commonwealth for compliance 
with the provisions of § 11(b), and 
evidence relating to any other plan or 
plans that might thereafter be filed by 
duly qualified persons and to any oth- 
er matters that may properly be con- 
sidered at such hearings. 

We have carefully examined the pe- 
tition for rehearing and the brief filed 
in support thereof, and their contents 
lead us to believe that the petition was 
filed primarily for the purpose of pre- 
serving Commonwealth’s legal rights 
in the event that it should decide to 
seek judicial review of our order of 
April 9th, supra. It does, however, 
raise one question which we believe 
merits some discussion. This con- 
cerns the practicability of going for- 
ward with the proceedings at this time. 

Commonwealth advances the argu- 
ment that it is now impracticable to go 
forward with hearings on the issues 
presented by § 11(b)(1) and on the 
valuation of its assets and outstanding 
preferred and common stocks because, 
it alleges: ‘economic and other con- 
ditions are so uncertain as to make im- 
practicable a valuation”; “the public 
interest requires that the time and ef- 
fort of the respondent and its subsidi- 
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ary companies, and their officers and 
employees, be devoted to war and the 
business of supplying war industries 
rather than to the complex problems 
and extensive hearings necessary un- 
der §§ 11(b)(1) and 11(b) (2) with 
respect to plans thereunder” ; and “the 
recapitalization of respondent is not 
necessary to the proper operation of 
such business by respondent’s subsidi- 
aries.” 

These arguments raise squarely an 
issue which is of paramount impor- 
tance to the power industry at this 
time, namely, whether compliance with 
the statutory mandate of § 11(b) of 
the act is necessary and desirable as an 
integral part of the national war ef- 
fort, or whether it is inconsistent 
therewith. We have no doubt or res- 
ervation as to the answer, expressed 
in our recent report to Congress, that 
“the present emergency and the need 
for rapid expansion of the nation’s war 
resources have served to reinforce the 
desirability of a rapid compliance with 
Be 

It is clear, and we have found on 
the basis of convincing evidence, that 
Commonwealth’s corporate structure 
is sorely in need of revision. In its 
present form it constitutes a threat to 
operating utility subsidiaries, their in- 
vestors and consumers, and to the pub- 
lic interest generally, as well as to the 
interest of Commonwealth’s own se- 
curity holders. If the way is to be 
opened for efficient expansion of 
power facilities and service on the part 
of the operating companies in aid of 
the national emergency, a necessary 
step in that direction is the clearing 
away of financial impediments to the 





2 Seventh Annual Report at p. 75. 
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RE COMMONWEALTH & SOUTHERN CORP. 


system arising out of the parent com- 
pany’s constant need of revenues to 
support its own top-heavy capital 
structure and fixed dividend require- 
ments. 

In our opinion of April 9th in this 
matter we pointed out a few of the 
ways in which a holding company’s 
overcapitalized structure can adverse- 
ly affect the operations of its subsid- 
iaries and the interests of their con- 
sumers and investors. War indus- 
tries are among those consumers. At 
a time when efficient service and ex- 
pansion of power facilities are vital 
to the war effort, it is clearly contrary 
to the public interest to allow substan- 
tial conflicts to exist between the con- 
sumer and the dominant holding com- 
pany. 

If there were any need for further 
proof of the advisability of clearing 
away Commonwealth’s preferred div- 
idend arrearages and recapitalizing 
the company on a common stock basis, 
it may be found in the very circum- 
stances which are urged here as ar- 
guments against such a step. Tax in- 
creases, presently being considered for 
the near future, will tend to decrease 
the holding company’s corporate reve- 
nue and increase the pressure arising 
out of its fixed dividend requirements. 
Moreover, such interest as Common- 
wealth’s present common stockholders 
may have in the enterprise can hardly 
fail to suffer through further accumu- 
lations of dividend arrearages if steps 
are not taken promptly to revise the 
capital structure on a sound basis. 
Under the circumstances, it may be 
doubted whether objections interposed 


by the company’s management can be 
regarded as consonant with the best 
interests of either class of Common- 
wealth’s stock. 

Our order of April 9th does not af- 
fect Commonwealth’s bank debt, 
which is relatively small, but permits 
it to be liquidated serially according 
to its terms, such liquidation having 
been deemed sufficiently rapid as a 
means of eliminating the complexities 
arising out of the debt. But the added 
complexity of the preferred stock, the 
dividend requirements of which im- 
pose a burden that has not been fully 
met for many years, is an obstruction 
of a most serious nature. 

We recognize, of course, that this 
obstruction cannot be removed with- 
out solving difficult problems. It may 
be conceded that valuation of assets 
and outstanding securities will not be 
easy under prevailing conditions, but 
valuation problems are rarely easy. 
Future earning power, an important 
element in any such valuation, can 
never be computed on the basis of 
anything more than an “estimate, as 
distinguished from mathematical cer- 
titude.’”* Such a computation rarely 
has to be made in “normal” times, and 
it is of course out of the question to 
await a return to normality before un- 
dertaking the task presented here. In- 
deed, even if an indefinite postpone- 
ment of the reckoning were permis- 
sible, it would be of doubtful value. 
The so-called “normal” year rarely oc- 
curs in the course of economic cycles, 
and is still more rarely recognized 
when it does occur. Contemporary 
and anticipated abnormalities must al- 





3 Holding Company Act Release No. 3432, 
supra. 


*See Consolidated Rock Products Co. v. 


Du Bois (1941) 312 US 510, 525, 527, 85 
L ed 982, 61 S Ct 675; Re Utilities Power 
& Light Corp. (1939) 5 SEC 483. 
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most always be taken into considera- 
tion in reaching conclusions as to val- 
ue, and that is what must be done 
here. 

As to the practicability of going 
forward with what has to be done, we 
agree that the operations of the sys- 
tem must not be hampered. Neither 
valuation matters, however, nor the 
pending problems under § 11(b)(1), 
need interfere with the work of op- 
erating personnel. Commonwealth’s 
expert witness, as appears from an af- 
fidavit annexed to the petition, has al- 
ready “personally examined the prop- 
erties, financial statements, and op- 
erating methods of all the subsidiary 
companies,” so to that extent the work 
has already been done.® The facts re- 
garding the physical properties are 
readily ascertainable without interfer- 
ence with operations. If it should be- 
come necessary or advisable to take 
the testimony of operating officials or 
employees, that can be done with a 
minimum of inconvenience to them by 
taking depositions or by holding hear- 
ings close to their respective places of 
business, at times which will not in- 
terfere with their operational duties. 
The details of such arrangements will, 
of course, be worked out as the fur- 
ther hearings progress. For the most 
part, however, necessary evidence can 
doubtless be obtained from nonoper- 
ating personnel. 


Commonwealth has filed in this pro- 
ceeding, and in the related proceeding 
under § 11(b)(1), a plan which it 
asserts would bring its properties and 
corporate structure into compliance 
with § 11 ona voluntary basis. Hear- 
ings on the issues arising under § 11 
(b) (1) are to be resumed promptly as 
the next order of business. One re- 
sult of our determinations of those is- 
sues will be to dispose, in one way or 
another, of the condition which Com- 
monwealth has sought to impose up- 
on the effectiveness of its plan. The 
plan as it now stands is conditioned 
upon our finding that the southern 
group of subsidiaries is retainable by 
Commonwealth under the standards 
of §§ 2(a)(29) and 11(b)(1). If 
our determination of that issue is 
favorable to Commonwealth, the plan 
can be considered on its merits; if not, 
the plan in its present form need not 
be considered. 

If more than one year is required 
for compliance with our order of 
April 9th, that problem can be consid- 
ered later upon application by Com- 
monwealth. We are satisfied from 
our experience with other systems that, 
with reasonable cooperation between 
Commonwealth and our staff, the 
problems which lie before us here can 
be worked out satisfactorily despite 
the critical nature of the times.® 





5 This expert is J. S. Hartt, a consulting 
engineer whose testimony has heretofore been 
proffered in this proceeding. Re The Com- 
monwealth & Southern Corp. (1941) Holding 
Company Act Release No. 2831, 40 PUR(NS) 
306. Commonwealth has now modified its 
proffer, on the ground that “present condi- 
tions make an estimate of prospective earn- 
ings so speculative as to make impracticable 
the determination of value based thereon.” 
However, it is the basic facts which the wit- 
ness has collected, not his conclusions as to 
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earnings or values, that would be of use in 
this proceeding. Jd., footnote 14. 

6 For an example of what can be accom- 
plished through recognition of the need for re- 
adjustment and through willingness to codper- 
ate, see Re The United Light & P. Co. File 
Nos. 59-17, 59-11 and 54-25, 43 PUR(NS) 
173. The experience of the management of 
this system is described in its annual report 
to stockholders for the year ended December 
31, 1941, from which the following extract 
is illustrative (pp. 3, 4): 
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Conclusion 


We are of the opinion that Com- 
monwealth’s petition sets forth no 
substantial ground for rehearing, that 
the statutory mandate and the interest 
of investors and consumers, especial- 
ly in view of national needs in the pres- 
ent emergency, require a prompt dis- 


position of the problems under § 11, 
and that difficulties owing to unsettled 
conditions do not render proceedings 
for that purpose impracticable. The 
other objections raised by Common- 
wealth have been previously consid- 
ered and need not be discussed here. 

An order will issue denying the pe- 
tition for rehearing. 





“Although The United Light and Power 
system is a sound and solvent enterprise, it 
has long been regarded not only as having 
qe of the most complicated financial and 
corporate structures of any of the major hold- 
ing companies, but also as utterly failing in 
many important particulars to conform to the 
provisions and requirements of the Holding 
Company Act. Your management has not 
neglected to acquaint you with its views as 
to the necessity of a drastic reorganization, 
and to point out that because of the large 
accrual of unpaid preferred dividends, totaling 
$35,100,000 on the first of the year, coupled 
with shrinkage in the market value of various 
investments, it appeared obvious that nothing 
short of completely revamping the corporate 
structure of the system would permit the re- 
sumption of dividends to stockholders, even 
when earnings were available therefor. 

“These complexities and difficulties of the 
situation were equally clear to the Commis- 
sion and the staff who had made an intensive 
study of your company’s affairs and informed 
your management that formal orders would 


be issued from time to time requiring com- 
pliance with the act. Such orders have been 
issued and your management, with due regard 
to the stockholders’ interests, has diligently 
endeavored to comply therewith, working in 
frank cooperation with the regulatory bodies. 
This was in line with the policy referred to in 
last year’s Annual Report to stockholders. 

“In the year just past your management has 
found its judgment in adhering to the policy 
of codperation to be fully justified, and has 
found in the Commission and the staff real and 
practical aid in the analysis and adjustments 
of its problems. Differences, of course, have 
arisen as might be expected, but your man- 
agement can say that it has as yet found no 
occasion in which such differences could not 
be fairly reconciled without resort to the 
courts. Despite delays and setbacks due to 
disturbed conditions throughout the world, 
grown worse since our last report, substantial 
progress in simplification has been made since 
our Annual Report of 1940, while successfully 
carrying on the operation of all of your prop- 
erties.” (Italics supplied.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


Mount Mary College 


The Milwaukee Blocene Railway & 


Transport Company 


[MC-1067.] 


Service, § 150 — Duty to serve — Rule during war. 
1. The rule of adequate service is different during war time from the 
rule normally applicable in time of peace, and the proof must show that 
in addition to the usual requirements there is a direct need for service to 
carry on the war effort which justifies the use of critical materials therefor, 


p. 7 
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Service, § 187 — Extension — War conditions — Transportation facilities. 
2. An extension of local transportation services not required for transporta- 
tion to places of defense employment or military or naval establishments, or 
to meet similar situations where failure to provide such additional service 
will have a definitely unfavorable effect on the war effort, should not be 
ordered during a period of war when it is necessary to conserve tires, 
transportation equipment, and manpower, p. 7. 


[August 15, 1942.] 


PPLICATION for order requiring local transportation com- 
l \ pany to extend service; denied for duration of war. 


By the Commission: On March 
30, 1939, Mount Mary College, locat- 
ed in Milwaukee, by its president Dr. 
E. A. Fitzpatrick, filed a petition with 
this Commission praying that the 
Commission issue an order requiring 
The Milwaukee Electric Railway & 
Transport Company to furnish motor 
bus service or trackless trolley serv- 
ice along and upon Menomonee River 
drive or Swan boulevard from West 
North avenue, or any route found 
feasible to Mount Mary College. 

Two hearings have been held; the 
first on June 22, 1939, at Milwaukee 
before Examiner W. A. Anderson, at 
which the appearances were: 

Petitioner: Mount Mary College 
by Leonard Kleczka, Attorney, Mil- 
waukee ; respondent: The Milwaukee 
Electric Railway & Transport Com- 
pany, by James D. Shaw, Attorney, 
Milwaukee ; interveners: city of Mil- 
waukee, by Arthur J. Rysticken, As- 
sistant City Attorney, Milwaukee, 
Gerald H. Kops, Supervisor, by Rich- 
ard J. Smrz, Attorney, Milwaukee, 
and William Esser, Alderman, Mil- 
waukee; of the Commission staff: 
Russell R. Lynch, Milwaukee office. 

Action on the petition was held in 
abeyance for some months to learn 
the outcome of negotiations between 
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the company and the college and the 
cities of Wauwatosa and Milwaukee, 
The second hearing was held on 
March 26, 1942, at Milwaukee before 
Examiner W. A. Anderson. 


APPEARANCES: Petitioner: Mount 
Mary College, by Dr. E. A. Fitzpat- 
rick, President, Milwaukee, and Leon- 
ard J. Kleczka, Attorney, Milwaukee; 
respondent: The Milwaukee Electric 
Railway and Transport Company, by 
Van B. Wake, Attorney, Milwaukee; 
interveners; city of Milwaukee by 
W. J. Mattison, City Attorney, by 
Joseph L. Bednarek, Assistant City 
Attorney, Milwaukee, city of Wau- 
watosa, by Roy Stauff, City Attorney, 
Wauwatosa, and Milwaukee county by 
Gerald H. Kops, Supervisor District 
9, Milwaukee; of the Commission 
Staff: W. H. Damon, Engineering 
Department, and Russell R. Lynch, 
Milwaukee office. 

On October 9, 1941, the respondent 
had submitted to the Commission a 
proposal to integrate the service of its 
West North avenue line operating 
from Ludington avenue in the city of 
Wauwatosa, west to Menomonee Riv- 
er drive, with service to Mount Mary 
College, for a trial period. Because 
the order establishing the service now 
operating between North Ludington 
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avenue and Menomonee River drive 
on North avenue is on appeal in the 
circuit court for Dane county, it be- 
came necessary to seek to have that 
order remanded by the court that we 
might consider the proposal made by 
the company to integrate the two serv- 
ices. 

[1, 2] Since the remanding of the 
North avenue order, MC-991, togeth- 
er with the further hearing in the in- 
stant matter, the Office of Defense 
Transportation of the Federal govern- 
ment through its division of local 
transport has made a statement of its 
policy. A portion of that statement, 
issued on April 7, 1942, relates to the 
extension of bus service and reads as 
follows: “Extensions of existing bus 
routes and inauguration of new routes 
should be made only to places of de- 
fense employment and military and 
naval establishments or to meet similar 
situations where failure to provide 
such additional service will have a defi- 
nitely unfavorable effect on the war 
effort.” 

The situation here involved is not 
comprehended in the above paragraph 
of the statement of policy. 

There is now available to Mount 
Mary College some charter bus serv- 
ice, and while petitioner does not con- 
sider it adequate to meet the full needs 
of the college, it gives at least a mini- 
mum of service. There will be, so far 
as we know, no deprivation of exist- 
ing service. We are fully apprised of 
the increased demand upon the trans- 
portation facilities of the respondent, 
a situation which makes incumbent 
upon any petitioner a much more sub- 
stantial showing of public convenience 
and necessity than in normal times. 

The demands of war have laid up- 


on the public many burdens and incon- 
veniences. Not the least of these is 
the necessity on the part of the public 
and public utilities to conserve rubber 
tires, transportation equipment, and 
manpower in order that these resources 
may be devoted to the war effort 
and thus contribute directly to the sur- 
vival of our nation and the defeat of 
its enemies. This is the standard by 
which we must be guided in matters 
of the character under consideration. 
Manifestly, if the extension here 
sought is made it will increase the con- 
sumption of critical materials. The 
question is, will the authorization of 
this extension of service result in di- 
rect benefits to the war effort such as 
to outweigh the consumption of criti- 
cal materials which will be occasioned 
thereby. 


The problem may be stated another 


way. During war time the rule of 
adequate service is different than that 
normally applicable in time of peace 
and the proof must show that in addi- 
tion to the usual requirements there is 
a direct need for such service to carry 
on the war effort which justifies the 


use of critical materials therefor. 
Judged by these standards we conclude 
that the extension of service herein 
sought will not justify the use of the 
critical materials which will be re- 
quired to operate such service. 


ORDER 


It is therefore ordered: That the 
petition of Mount Mary College for an 
order directing The Milwaukee Elec- 
tric Railway & Transport Company to 
extend its bus line to serve Mount 
Mary College be and is hereby denied 
for the duration of the present war. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Southern Gas Company 


[CA-1991.] Milwe 


Assist 
Manu 


Interstate commerce, § 5 — Excluswe Federal jurisdiction — Construction of 
natural gas facilities. 

1. Congress, by amendment of § 7(c) of the Natural Gas Act, 15 USCA 
§ 717{(c), so as to require the issuance of a certificate by the Federal 
Power Commission for the construction and operation of a natural gas 
pipe line into new territory, did not give the Federal Power Commission 
such exclusive jurisdiction as to deprive a state Commission of jurisdic- 
tion to authorize the construction of a main by a local gas utility to the 
state line in order to obtain a supply from a wholesale company, even though 
authority to obtain such supply must be obtained from the Federal Com- 
mission, p. 9. 


Service, § 254 — Dismantling of gas plant — Conversion to natural gas. 


2. The Commission, in authorizing the construction of a pipe line to con- 
nect with facilities of a wholesale natural gas company in order to convert 
from artificial gas to natural gas, should not pass upon the propriety or 
advisability of dismantling the existing gas manufacturing plant when 
it will be necessarily some considerable time before the company can dis- 
pense with such existing facilities because of the necessity of obtaining 
authority for connection with the wholesale company from the Federal 
Power Commission, p. 11. 


[April 16, 1942.] 


PPLICATION for authority to construct gas transmission 
A mains and to convert plants from manufactured gas to 
natural gas operation; certificate authorizing construction grant- 
ed. For decision on application for rehearing, see post p. 11. 


¥ 


APPEARANCES: Wisconsin South- Amos Mathews, Chicago, Illinois; 


ern Gas Company, by Helmer Hansen, 
Chicago, Illinois; Wisconsin Coal Bu- 
reau, Inc. and Wisconsin-Upper Mich- 
igan Fuel Dealers Association, by 
George Blake, Attorney, Madison; 
Wisconsin Gas Transmission Com- 
pany and Independent Natural Gas 
Company, by San W. Orr, Attorney, 
Madison, R. B. Hummer and H. K. 
Hudson, Bartlesville, Oklahoma; Wis- 
consin Railroad Association, by A. R. 
McDonald, Attorney, Madison, and 
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Western Natural Gas Company and 
Wisconsin Natural Gas Company, by 
William H. Spohn, Attorney, Madi- 
son; E. H. Gervais, Chairman, Wis- 
consin State Legislative Board Order 
of Railway Conductors; Harry E. 
Pike, Chairman, Wisconsin State Leg- 
islative Board, Brotherhood of Loco- 
motive Engineers; H. Roy Johnson, 
Chairman, Wisconsin Legislative 
Board Brotherhood of Railroad 
Trainmen by W. R. McCabe, Chair- 
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man, Wisconsin State Legislative 
Board Brotherhood of Locomotive 
Firemen and Enginemen, Superior. 

As their interests may appear; 
City of Burlington, by R. S. Kelly, 
City Attorney, Burlington; city of 
Milwaukee, by Joseph L. Bednarek, 
Assistant City Attorney, Milwaukee; 
Manufactured Gas Employees Associ- 
ation, by E. R. Mullen, Milwaukee. 

Of the Commission staff: H. J. 
O'Leary, Chief, Rates and Research 
Department, George P. Steinmetz, 
Chief, Engineering Department, and 
Warren Oakey, of the Engineering 
Department. 


By the Commission: Application 
of Wisconsin Southern Gas Company 
pursuant to § 196.49, Statutes, and 
general order of the Commission in 
2-U-53, for a certificate of authority 
to construct approximately 10 miles of 
pipe line to connect the facilities of the 
company at Lake Geneva with the fa- 
cilities of Natural Gas Pipe Line Com- 
pany in Illinois at or near the Illinois- 
Wisconsin state line; to construct ter- 
minal facilities at Lake Geneva, Wal- 
worth county; and to substitute natu- 
ral gas for manufactured gas in the 
service. 

Just before the close of the hearing 
a motion to dismiss the proceeding 
was made on behalf of Wisconsin Coal 
Bureau, Inc., and Wisconsin-Upper 
Michigan Fuel Dealers Association, 
Wisconsin Railroad Association, Wis- 
consin Gas Transmission Company, 
and Independent Natural Gas Com- 
pany joined in such motion. 

[1] Grounds of such motion are, 
first, that the recent amendment of the 
Federal Natural Gas Act gives exclu- 
Sive jurisdiction to the Federal Power 


Commission over the extension of fa- 
cilities proposed in the application 
herein; and, second, that the grant- 
ing on January 2, 1942 of a certificate 
of convenience and necessity by this 
Commission to Wisconsin Gas Trans- 
mission Company operated to prevent 
any public utility of this state from 
obtaining natural gas from Natural 
Gas Pipe Line Company. 

The Commission having, in effect, 
rescinded the order of January 2, 
1942, in Dockets CA—1463, CA-1484 
and CA-1777, above referred to, 43 
PUR(NS) 63 (see 39 PUR(NS) 
50), the second ground for the mo- 
tion, as above stated, is without merit. 
We think the first and remaining 
ground is likewise without merit. 

No useful purpose would be served 
in setting forth the purely legal con- 
siderations upon which the Commis- 
sion has concluded that the amendment 
of the Federal Natural Gas Act was 
not intended to and does not deprive 
this Commission of any regulatory au- 
thority vested in it by the provisions 
of § 196.49, Statutes. Obviously the 
applicant in this proceeding cannot ob- 
tain its desired supply of natural gas 
from the Natural Gas Pipe Line Com- 
pany unless and until that company 
shall have obtained such Federal au- 
thority as may be necessary to enable 


‘it to furnish such supply of gas to the 


applicant. We think that full and 
complete recognition will be given to 
Federal authority in the premises by 
attaching a condition to the certificate 
of authority herein granted providing 
that it shall not be effective unless and 
until Natural Gas Pipe Line Company 
shall be properly authorized to fur- 
nish applicant with the desired supply 
of natural gas. 
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The applicant presently furnishes 
gas utility service in a number of vil- 
lages and cities in southeastern Wis- 
consin, viz., Burlington, Lake Gene- 
va, Delavan, Elkhorn, Williams Bay, 
Fontana, and Walworth, and to con- 
sumers in adjacent rural and summer 
resort areas. The gas which it sup- 
plies to its customers has 530 B. T. U. 
content; is manufactured at its plant 
in Burlington; and is transmitted at 
75-pound pressure through transmis- 
sion mains to the various distributing 
points above mentioned. The capac- 
ity of its manufacturing plant is ap- 
proximately 700,000 cubic feet per 20- 
hour operating day. It furnished ap- 
proximately 125,000,000 cubic feet of 
gas in 1941 to approximately 3,700 
customers. Much of the demand up- 
on the applicant is seasonal, since it 
supplies a large number of resort cus- 
tomers who take service for only a 
few months during the summer. 

Applicant considers that its exist- 
ing facilities will shortly be inadequate 
to supply the estimated demands of 
its present and future customers. At 
times such facilities are taxed to, or 
nearly to, the limit of their capacity 
in order to supply peak demands. 

It is accordingly proposed to con- 
struct approximately 10 miles of 3- 
inch, outside diameter, welded steel 
pipe from a connection with the facili- 
ties of Natural Gas Pipe Line Com- 
pany at or near the state line in the 
vicinity of Genoa City to a terminal 
station which applicant proposes to 
construct at Lake Geneva. The esti- 
mated cost of such proposed construc- 
tion is $45,000, of which $30,000 is 
assigned to the pipeline, $6,110 to the 
terminal station facilities, and the bal- 
45 PUR(NS) 


ance of $5,890 to contingencies that 
may arise. 

In addition applicant considers that 
it will incur an estimated expense of 
$20,000 for conversion of existing cus- 
tomer facilities so as to make natural 
gas available for use by such custom. 
ers. Applicant furnishes at this time 
only a general outline of the necessary 
program for such conversion. It is 
proposed to start conversion at Lake 
Geneva, to continue with the appli- 
ances at Walworth, Fontana, and Wil 
liams Bay, and in adjacent rural areas; 
next applying such conversion to Del. 
avan, Elkhorn, and _— surrounding 
areas; and concluding with Burling. 
ton and the area between that city and 
Lake Geneva. It is proposed to oper- 
ate the Burlington plant for the sup- 
ply of unconverted areas until the con- 
version program is fully completed. 

While such program furnishes 3 
general outline, it is not sufficiently 
detailed to comply with the provisions 
of our general order 2-U-53. How- 
ever, owing to the uncertainty attach- 
ing to the ability of the company to 
obtain service from Natural Gas Pipe 
Line Company, we do not consider 
that detailed plans for conversion 
should be required at this time. We 
shall merely attach a condition to the 
certificate hereby issued, which wil 
require such detailed plans to be fur 
nished and approved before any cor 
struction is commenced pursuant to 
the certificate herewith issued. 

Applicant proposes to finance the 
proposed construction by the issuanct 
of common stock which will be sub- 
scribed for and issued to Americat 
Utilities Service Corporation, _ th 
holding company which now owns? 
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controlling interest in the applicant’s 
outstanding common stock. It ap- 
pears that such issuance of common 
stock has been approved by the Fed- 
eral Securities and Exchange Com- 
mission in File No. 70-283. Such is- 
suance has also been approved by this 
Commission in the proceeding docket- 
ed as SB-172. 

[2] When the entire system of con- 
version to natural gas has been com- 
pleted, it is proposed to dismantle the 
existing gas manufacturing plant at 
Burlington. If this is done, applicant 
will be without standby facilities for 
the furnishing of gas to its customers 
in case of interruption in the furnish- 
ing of natural gas. We do not think 
we should attempt to pass at this time 
upon the propriety or advisability of 
dismantling such existing facilities. It 
will necessarily be some considerable 
time before applicant can dispense 
with such existing facilities. We 
think we should deal with that ques- 
tion, and the attendant question of 
amortizing the losses connected there- 
with, at the time when complete con- 
version to natural gas may be complet- 
ed, rather than now. The certificate 
herewith issued does not constitute 
any authority to the applicant to dis- 


mantle or dispense with the use of its 
existing plant facilities for the manu- 
facture of gas; nor is such certificate 
a determination that existing manu- 
facturing facilities should not be dis- 
mantled. 

The Commission therefore finds: 

1. That the construction and instal- 
lation by the applicant of approximate- 
ly 10 miles of 3-inch, outside diame- 
ter, welded steel pipe line to connect 
its facilities at Lake Geneva with the 
facilities of Natural Gas Pipe Line 
Company of America at or near the 
Illinois-Wisconsin state line at a point 
near Genoa City, Walworth county; 
together with terminal facilities in the 
city of Lake Geneva, Walworth coun- 
ty, at an estimated expense of $45,- 
000 is required by public convenience 
and necessity; will not impair the ef- 
ficiency of applicant’s service; will not 
provide facilities in excess of probable 
future requirements; and will not add 
to the applicant’s cost of rendering 
service without proportionately in- 
creasing the value and available quan- 
tity thereof. 

2. That a certificate authorizing 
such construction and _ installation 
should be issued subject to the condi- 
tions as therein set forth. 
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Re Wisconsin Southern Gas Company 


[CA-1991.] 


Certificates of convenience and necessity, § 159 — Jurisdiction of state Commis- 
sion — Question of Federal jurisdiction — Pipe-line construction. 

1, Whether or not a gas company which is a public utility, as defined by 

state law, would be “a natural gas company” as that term is defined in 
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be wit 
tained 
Powe! 


the Federal Natural Gas Act if it should construct and operate a pipe line 
to connect with a wholesale natural gas company at the state line is not 
material to any question before the state Commission in a proceeding where- 
in authority is sought to construct the gas transmission main, p. 13. cured 


Interstate commerce, § 37 — Jurisdiction of state Commission — Pipe line to § sentia 

connect with interstate facilities. 43 

2. Lack of jurisdiction of a state Commission to determine whether natural 

gas shall be introduced into the state or by what persons, agencies, or natural 

gas companies such introduction shall be made, as well as the extent to 

which natural gas shall be made available in what the Natural Gas Act 

terms an “unoccupied market,” does not preclude the state Commission from 

authorizing any public utility of the state to construct property which it 

must of necessity have in order to make use of natural gas if and when it can 
lawfully obtain it, p. 13. 
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Certificates of convenience and necessity, § 104 — Gas pipe-line construction. 


3. Public convenience and necessity requires that a gas company be av- 
thorized to construct such facilities as may be necessary to make a supply 
of natural gas available to it so long as such facilities or the cost of them 
will not impair the applicant’s ability to furnish adequate service at reason- 
able rates if the company, in the exercise of proper discretion, decides upon 
natural gas as the source or means of its supply of gas adequate to meet 
the demand of its customers, p. 14. 


Certificates of convenience and necessity, § 76 — Prematurity — Necessity of 
Federal action. 

4. An order and certificate authorizing the construction of a gas pipe line 

to obtain a supply from an interstate company is not premature although it (1. 
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will be necessary for the Federal Power Commission to act upon an appli- 
cation for authority to bring the natural gas into the state, p. 15. 


[May 26, 1942.] 


PPLICATION for rehearing in proceeding wherein authority 
had been granted for construction of gas pipe line, see ante 
p. 8; rehearing denied. 


By the Commission: Application 
for rehearing on behalf of Wisconsin 
Fuel Dealers Association and Wiscon- 
sin Coal Bureau, Inc., was filed in this 
proceeding on May 6, 1942. A simi- 


such applications may be stated as fol- 
lows: 

1. This Commission is without ju- 
risdiction to deal with the subject mat- 
ter of the application, since complete 


lar application was filed on the same 
date on behalf of Wisconsin Railroad 
Association and of E. H. Gervais, W. 
R. McCabe, H. E. Pike, and H. Roy 
Johnson, as representatives of various 
organizations of Wisconsin employees 
of the railroads operating in this state. 

The contentions as set forth in both 


45 PUR(NS) 


jurisdiction is vested in the Federal 
Power Commission. 

2. The evidence does not support 
the Commission’s finding that the pro- 
posed construction is required by pub- 
lic convenience and necessity. 

3. The certificate authorizing such 
construction is premature, and should 
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be withheld until the applicant has ob- 
tained a certificate from the Federal 
Power Commission and has also se- 
cured priorities and commitments es- 
sential to such construction. 

4. The order is contrary to the pub- 
lic interest, and is calculated or intend- 
ed to aid the applicant in its alleged 
plan or purpose to evade the Federal 
Natural Gas Act. 

The applications as thus filed also 
set forth arguments and citations of 
authority in support of the contentions 
as stated. We have fully considered 
such contentions. We do not consid- 
er that they should be sustained and 
have concluded that no useful purpose 
would be served by further hearing of 
the matters involved in this proceed- 
ing. The applications for rehearing 
will therefore be denied for the rea- 
sons stated as follows: 

[1] We do not consider that Wis- 
consin Southern Gas Company would 
be a “natural gas company” as that 
term is defined in the Federal Natural 
Gas Act if it should construct and op- 
erate the pipe line here involved, but 
whether or not it would have that sta- 
tus is not material to any question be- 
fore us in this proceeding. The ap- 
plicant herein is now a “public utility” 
as defined by § 196.01, Wisconsin 
Statutes, and will still be such public 
utility after the construction of that 
pipe line. As such it is subject to our 
jurisdiction for all the purposes of lo- 
cal regulation as prescribed and pro- 
vided by Chap. 196. Statutes, partic- 
ularly the provisions of § 196.49 per- 
taining to the necessity of obtaining 
certificates of authority for the con- 
struction of additions, extensions to, 
and major changes in applicant’s plant 


and equipment. That we have the au- 
thority vested by said § 196.49 is con- 
ceded. It is the jurisdiction and au- 
thority under that section alone which 
we exercised in granting the certificate 
here involved. 

In granting that certificate we as- 
sumed neither jurisdiction nor author- 
ity to say or decide whether natural 
gas should be brought into Wisconsin 
by applicant, or Natural Gas Pipeline 
Company, or anyone else, by or 
through the transportation of that 
commodity in interstate commerce. 
We simply said to applicant, in effect, 
that if it could succeed in lawfully ob- 
taining a supply of natural gas for dis- 
tribution to its customers, it could 
construct the facilities required to 
bring that supply to its distribution 
system. 

[2] Whether natural gas shall be 
introduced into Wisconsin, or by what 
persons, agencies, or “natural gas com- 
panies” such introduction shall be 
made, as well as the extent to which 
natural gas shall be made available in 
what the Natural Gas Act terms an 
“unoccupied market,” are all questions 
for determination by the Federal Pow- 
er Commission alone. But our lack of 
jurisdiction in that respect does not 
preclude us from authorizing any pub- 
lic utility of this state to construct 
property which it must of necessity 
have in order to make use of natural 
gas if and when it can lawfully obtain 
it. 

The record in this proceeding shows 
that both Wisconsin Southern Gas 
Company and Natural Gas Pipeline 
Company have made application to the 
Federal Power Commission to obtain 
a certificate authorizing the furnish- 
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ing of natural gas to the former by 
the latter by means of the pipe line 
here involved. Whether any such cer- 
tificate shall be granted, or refused to 
Natural Gas Pipeline Company is a 
question for the Federal Power Com- 
mission to determine and decide. We 
do not presume to pass upon it. 

The question is asked how we can 
be consistent in stating that we had no 
power to issue a certificate to Wiscon- 

‘sin Gas Transmission Company in the 
proceeding CA—1484, and at the same 
time assert authority to issue the cer- 
tificate to applicant herein. The an- 
swer is that the application and cer- 
tificate originally granted in the pro- 
ceeding CA—1484 were widely differ- 
ent from the application and certifi- 
cate here involved. The real purpose 
of the original certificate in CA-1484 
was to authorize Wisconsin Gas 
Transmission Company to introduce 
natural gas into Wisconsin, and to say 
that that company, rather than the 
applicants in CA—1463 and CA-1777, 
should have the exclusive privilege 
which was thus purported to be grant- 
ed to Wisconsin Gas Transmission 
Company. The certificate as original- 
ly granted in CA—1484 was thereafter 
rescinded, 43 PUR(NS) 63 (see 39 
PUR(NS) 50), because an amend- 
ment of the Federal Natural Gas Act 
had made it clear that the jurisdiction 
to say who should introduce natural 
gas into Wisconsin had been vested in 
the Federal Power Commission and 
thus this Commission was without 
authority to decide that question. 

The order and certificate in this pro- 
ceeding cannot rightly be construed as 
constituting any attempt to authorize 
the introduction of natural gas into 
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Wisconsin, much less as accomplish- 
ing, or purporting to accomplish, any 
such purpose. The certificate which 
we granted was conditioned upon such 
authority being obtained. There is 
nothing in that certificate or the grant- 
ing of it that is inconsistent with the 
rescission of the certificate originally 
granted in CA-1484 to Wisconsin 
Gas Transmission Company. 

The evidence in this record shows 
that applicant’s existing facilities for 
the production of manufactured gas 
are such that it is reasonable to expect, 
as applicant does, that such facilities 
will be inadequate to meet the demand 
that will be made upon it in the near 
future ; and that applicant, in the exer- 
cise of managerial discretion, has de- 
termined to adopt, if it can succeed in 
obtaining it, natural gas instead of 
manufactured gas as its source of 
supply. 

[3] Public convenience and neces- 
sity certainly requires that applicant 
shall have an adequate supply of gas 
to meet the demands of its customers. 
If applicant, in the exercise of proper 
discretion, decides upon natural gas as 
the source or means of that supply, 
then public convenience and necessity 
requires that applicant be authorized 
to construct such facilities as may be 
necessary to make that supply avail- 
able to it—so long as such facilities or 
the cost of them will not impair appli- 
cant’s ability to furnish adequate serv- 
ice at reasonable rates. A finding 
made by the Commission upon the con- 
ception of the requirements of public 
convenience and necessity as just stat- 
ed was sustained in Wisconsin Hydro 
Electric Co. v. Public Service Com- 
mission (1940) 234 Wis 627, 34 
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PUR(NS) 510, 291 NW 784. We 
are dealing in this proceeding with the 
convenience and necessity of only that 
part of the public served, or entitled to 
be served, by applicant as a public util- 
ity of this state. 

[4] We see no merit in the conten- 
tion that the order and certificate in 
this proceeding is premature. Such 
certificate is one of the preliminary 
steps required for the lawful construc- 
tion of the property which applicant 
proposes to add to its plant. Under 
the condition attached to that certifi- 
cate, other steps are also necessary. 
The certificate in this proceeding will 
be of no effect unless the authority 
thereby granted is exercised within a 
limited time. Within that time the 
Federal Power Commission will pre- 
sumably have made or refused to make 
the order or determination necessary 
to permit the lawful construction of 
the property involved. We see no rea- 
son for withholding a final order in 
this proceeding until the Federal Com- 
mission has thus acted. 

We have frequently had occasion to 
deal with applications for certificates 
authorizing the construction of one 
kind or another of utility property 
which is subject to priority restrictions 
of the Federal government. In no 
case have we required such applicants 
to obtain either the necessary priority 
ratings or the commitments for the 
supply of materials required for the 
construction involved before issuing 
the certificate which it deemed proper. 
We see no reason for making an ex- 
ception in this case from the practice 
thus followed. 

It is contended that the order and 
certificate in this proceeding are con- 


trary to the public interest in that 
their effect is to remove applicant from 
this Commission’s regulatory author- 
ity, and aids the applicant in a palpable 
attempt to evade the provisions of the 
Federal Natural Gas Act. 

We do not consider that applicant 
in this proceeding would be removed 
from the regulatory authority of this 
Commission by the construction and 
operation of the pipe line here pro- 
posed, even if applicant should there- 
by become a “natural gas company” 
and subject, as such, to the jurisdic- 
tion of the Federal Power Commis- 
sion. If the contrary contention could 
be sustained, then this Commission 
would be powerless either to authorize 
or prevent the proposed construction. 
This Commission’s jurisdiction is cre- 
ated by statute and can be neither ab- 
dicated nor retained by the manner in 
which it deals with any matter before 
it. 

Nor do we perceive any justifica- 
tion in the record for the claim that 
applicant is seeking to evade the pro- 
visions of the Federal’ Natural Gas 
Act. Applicant has submitted itself 
to the jurisdiction of the Federal 
Power Commission with respect to the 
proposed construction. We think 
that Commission will be able to deal 
effectively with any such evasion that 
applicant could possibly attempt, if it 
has any purpose to do so. 

While we have considered the mat- 
ters set forth in the applications for 
rehearing herein, it should be under- 
stood that such consideration does not 
mean that such applications, in our 
opinion, set forth any facts or matters 
sufficient to show that any of such ap- 
plicants has any legal interest in the 
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subject matter of this proceeding or certificate in this proceeding. Nor 
that the rights or interests of any of does the record in this proceeding show 
them have been affected in any way, any such legal right or interest or in- 
adversely or otherwise, by the order or vasion thereof. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Pennsylvania Community Telephone 


Company 


[Application Docket No. 60715, Folder Nos. 1, 2.] 


Security issues, § 109 — Nonvoting preferred stock — Dividend rate. 

1. The Commission, although not a “blue sky” Commission, should not per- 
mit the issuance by a telephone company of a noncumulative, nonvoting 
preferred stock having a dividend rate of 8 per cent when the cost of money 
is low; such stock leaves the door wide open for manipulative practices by 
common stockholders, and authorization of such stock would make the Com- 
mission more or less honor bound to permit earnings to an amount sufficient 
to pay the dividend, p. 22. 


Security issues, § 99 — Amount of bonds — Ratio to depreciated plant. 


2. Issuance of bonds at a ratio of about 74 per cent of depreciated telephone 
plant should not be approved, p. 22. 


Depreciation, § 42 — Transfer of reserves. 

3. A transfer of allegedly excessive depreciation reserves to capital surplus, 
under a plan to pay the amount transferred to a parent company in the form 
of securities, is highly objectionable as tantamount to the payment of a divi- 
dend out of moneys collected from subscribers on the representation that 
such collections were necessary to preserve the integrity of properties essen- 
tial for the furnishing of adequate service, and this is particularly true where 
the evidence that the reserves are excessive is grossly inadequate, p. 22. 


Accounting, § 19 — Contributions for construction — Transfer to surplus. 
4. A transfer of contributions for construction to capital surplus, followed 
by the issuance of securities therefor, is wholly unacceptable even though 
the property constructed with subscribers’ money may have lost its identity 
and such property may have been replaced, p. 25. 


Consolidation, merger, and sale, § 19 — Separate telephone companies — Econo- 
mies. 
5. A consolidation of three wholly owned subsidiaries of a holding company 
into a new company would not be advantageous to the public when no re- 
duction in rates or improvement in service is promised and the small operat- 
ing economies which the consolidation would make possible would hardly 
affect rates and service, it appearing that there is no community of interest 
between the territories of the companies that warrants the pooling of those 
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territories for regulatory purposes and that the only apparent benefit will 
accrue to the parent company, p. 26 

[July 7, 1942.] 
_— for approval of new corporation and for ap- 


proval of the beginning of the exercise of rights, powers, 
and privileges of rendering telephone service; denied. 


By the Commission: A. 60715, 
Folder 1, prays for approval of the in- 
corporation, organization, and creation 
of Pennsylvania Community Tele- 
phone Company (hereinafter some- 
times called Community), and A. 
60715, Folder 2, prays for approval of 
the beginning by Community of the ex- 
ercise of the right to furnish telephone 
service. The proposed corporation 


would exist for a term of fifty years. 
It would have an initial authorized cap- 
ital stock of $10,000 par value, of 
which 10 per cent has been subscribed 
by the incorporators. 


The remainder 
would be issued for cash to Inland 
Telephone Company, a holding com- 
pany. 

Community is being formed as a 
medium for the consolidation of Blue 
Mountain Telephone and Telegraph 
Company (Blue Mountain), South- 
ern Telephone and Telegraph Compa- 
ny (Southern), and Wiconisco Tele- 
phone and Telegraph Company (Wi- 
conisco), all three being wholly owned 
subsidiaries of Inland Telephone 
Company. 

Blue Mountain furnishes telephone 
service in southern Monroe county 
and in northeastern Northampton 
county. It has four exchanges, at 
Saylorsburg, Monroe county, and at 
Bangor, Pen Argyl, and Portland, 
Northampton county. It had 3,782 
telephones in service on December 31, 
1940, 


[2] 


17 


Southern furnishes telephone serv- 
ice in southeastern Lancaster county 
and in a small part of Chester county 
adjoining Lancaster county. It has 
six exchanges, at Gap, Christiana, 
Quarryville, Hensel, and Kirkwood, 
Lancaster county, and at Atglen, Ches- 
ter county. It had 1,780 telephones 
in service on December 31, 1940. 

Wiconisco furnishes telephone serv- 
ice in northern Dauphin county and 
in western Schuylkill county. It has 
six exchanges, at Millersburg, Eliza- 
bethville, Lykens, and Williamstown, 
Dauphin county, and at Valley View 
and Tremont, Schuylkill county. It 
had 2,035 telephones in service on De- 
cember 31, 1940. 

The closest approach of the territory 
of Blue Mountain to that of Wiconis- 
co and Southern is about 42 miles and 
60 miles, respectively, and the closest 
approach of the Wiconisco and South- 
ern territories to each other is about 
41 miles. The lines of the companies 
are not directly connected with one 
another, but are indirectly connected 
through the toll lines of The Bell 
Telephone Company of Pennsylvania. 

The three companies, as we have 
said, are wholly owned by Inland Tele- 
phone Company, a holding company, 
and they have substantially identical 
directors and officers. They do not 
have securities of any kind outstand- 
ing in the hands of the general public. 

Consolidation of the three compa- 
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nies is averred to be necessary or 
proper for the service, accommoda- 
tion, and convenience of the public for 
the following reasons: 

“(1) the proposed acquisition and 
operation of said properties by the 
proposed company will simplify such 
operation and make it more efficient 
because it will reduce the number of 
required forms, books, records, and 
reports ; 

“(2) it will provide greater flexi- 
* bility and freedom in the use of work- 


Stock to be acquired by Community 
Blue Mountain common, par value 


Southern common, par value ......... eaten 


Wiconisco common, par value 


Totals 


ing capital, supplies, trucks, work 
equipment, administration, and per- 
sonnel ; and 

“(3) the proposed company on ac- 
count of having greater assets than 
any of the three transferor companies 
will be able to finance its operations 
more easily and advantageously.” The 
consolidation would be effected in ac- 
cordance with the provisions of ap- 
propriate Acts of Assembly, including 
the Act of July 22, 1919, P. L. 1123. 

After completion of its organiza- 
tion and creation, Community would 
increase its authorized capital stock 
from $10,000 to $750,000, to be com- 
posed of $500,000 par value of 8 per 
cent noncumulative, nonvoting pre- 
ferred stock and $250,000 par value 
of common stock. All the preferred 
stock and $200,000 par value of the 
common stock would be issued to In- 
land Telephone Company in payment 
for all the outstanding capital stocks 
of Blue Mountain, Southern, and 
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Wiconisco. Thereafter Community 
would surrender the stocks of the 
three companies back to the companies 
for cancellation, and would become 
possessed of all the assets of the com- 
panies, subject to their liabilities, as 
provided in the Act of July 22, 1919, 
supra. 

The amounts of preferred and com- 
mon stocks of Community proposed 
to be issued in payment for the stock 
of each of the three companies are as 
follows: 


Stock to be issued by Community 
Preferred Common Total 


$ 49,975 $203,900 $ 81,500 $285,400 
é ; 57,600 201,500 
20,000 152,200 


60,900 213,100 
$120,865 $500,000 $200,000 $700,000 











It will be observed that Community 
would issue $700,000 par value of 
its preferred and common stocks in 
exchange for $120,865 par value of 
the common stocks of the three com- 
panies. But of course par value is 
not necessarily indicative of the true 
value of a stock. 


The book values of the stocks of the 
three companies were as follows as of 
June 30, 1941: 

Blue Mountain 


Par value of stock 


Unappropriated surplus 76,353 


Book value of stock .. $126,328 
Southern 


Par value of stock .... $ 50,890 
Unappropriated surplus 40,931 


Book value of stock .. 
Wiconisco 
Par value of stock 
Unappropriated surplus 
Book value of stock .. 


Combined book value of stocks .. 


82,841 
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The book value ($320,990) of the 
stocks of the three companies is about 
$200,000 more than the par value 
($120,865), but is about $379,000 less 
than the exchange value of $700,000 
placed on the stocks. The exchange 
value is predicated on certain adjust- 
ments proposed to be made to the ac- 
counts of the three companies. 

One such adjustment would be the 
cancellation by Inland Telephone Com- 
pany of notes of the three companies 
held by it in the following aggregate 
amounts: Blue Mountain, $99,500; 
Southern, $63,500; Wiconisco, $9,- 
500; total, $172,500. Cancellation 
of the notes, with resultant credits to 
the companies’ capital surpluses, would 
increase the book value of the com- 
panies’ capital stocks in the aggregate 
amount of $172,500. 

Another proposed adjustment is the 
restatement of fixed capital, or tele- 
phone plant, at original cost. This 
would decrease Blue Mountain’s fixed 
capital account by $20,415.20, but 
would increase Southern’s and Wicon- 
isco’s fixed capital account by $49,700- 
79 and $38,066.85, respectively, a net 
increase of $67,352.44 for the three 
companies combined. These adjust- 
ments would be charged or credited, as 
appropriate, to the companies’ capital 
surpluses, resulting in a net increase 
of $67,352.44 in their combined cap- 
ital surpluses and a like increase in 
the book value of their combined cap- 


ital stocks. The original cost of fixed 
capital as determined by the companies 
has been checked by our staff and 
found to be reasonable. 


Adjustments are also proposed to 
be made to the companies’ deprecia- 
tion reserves, resulting in a net re- 
duction of $138,699.79 in the compa- 
nies’ combined depreciation reserves 
and in a net increase of a like amount 
in their combined capital surpluses 
and in the book value of their com- 
bined capital stocks. The proposed 
reductions in depreciation reserves are 
based on depreciation estimates made 
by John W. Wopat, consulting en- 
gineer, Ft. Wayne, Ind. Our staff 
has not checked the estimates. 


Finally, $589.81 received by Wicon- 
isco as contributions for construction 
would be credited to that company’s 
capital surplus, with a resultant in- 
crease of $589,81 in the combined 
capital surpluses and in the book value 
of the combined capital stocks of the 
three companies. This accounting is 
proposed on the grounds that the prop- 
erty towards the construction of which 
subscribers contributed cannot now 
be identified and may have been re- 
placed by Wiconisco. 


The proposed financial and account- 
ing reorganization incident to the con- 
solidation of the three companies may 
now be summarized in tabular form, 
using figures as at June 30, 1941: 
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Par value of outstanding capital stock 
Add capital surplus to be created: 


By transfer of unappropriated surplus to 


capital surplus 


By cancellation of notes payable to Inland 


Telephone Company 


By adjustments to fixed capital account to 


reflect original cost 


By adjustments to depreciation reserve to 


reflect observed depreciation 


By transfer of contributions for construction 


to capital surplus 


Total capital surplus 


Mountain 
$ 49,975.00 $ 50,890.00 $ 20,000.00 $120,865.09 


Blue 
Southern 


Wiconisco Combined 
76,353.21 
99,500.00 
20,415.20* 
80,090.65 


40,930.88 
63,500.00 9,500.00 
49,700.79 38,066.85 
3,533.29* 62,142.43 
589.31 


82,841.54 200,125.63 
172,500.00 

67,352.44 
138,699.79 


589.81 





$235,528.66 $150,598.38 $193,140.63 $579,267.67 





Proposed adjusted book value of capital stock $285,503.66 $201,488.38 $213,140.63 $700,132.67 





Capital stock of Community ($500,000 par value of 8% 
noncumulative, nonvoting preferred and $200,000 par 
value of common) proposed to be issued in exchange for 
the capital stocks of Blue Mountain, Southern, and 


Wiconisco 


Excess of the proposed adjusted book value of the cap- 
ital stocks of Blue Mountain, Southern, and Wiconisco 
over the par value of stock of Community proposed to 


be issued therefor 
* Red figure 


** To be credited to depreciation reserve of Community 


Community would record the assets 
and liabilities of Blue Mountain, 
Southern, and Wiconisco in its ac- 


counts at the figures at which they are 
now recorded in the accounts of the 
three companies, except for the adjust- 
ments thereto just discussed. Com- 


Assets 
Telephone plant : 
Less reserve for depreciation 


Telephone plant less reserve for depreciation 


Current assets 


TORa AMES Sincesses beseese Sneceuee 


Liabilities 
Preferred stock 
Common stock 
Advances from affiliated companies 
Unappropriated surplus 


Stockholders’ equity 
Current and accrued liabilities 
Contributions for construction 

Total Liabilities 
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munity’s proposed opening balance 
sheet, using figures as at June 30, 
1941, as adjusted, is compared in the 
following table with the combined bal- 
ance sheets (unadjusted) of Blue 
Mountain, Southern, and Wiconisco 


as at June 30, 1941: 


Blue Mountain 
Southern 
Wiconisco Increase 
Combined Community *Decrease 


$766,605.71 $833,958.15 $ 67,352.44 
298,220.36 159,653.24 138,567.12" 


$468,385.35 $674,304.91 $205,919.56 
70,109.42 80,109.42 10,000.00 
3,432.17 3,432.17 








pee ea $541,926.94 $757,846.50 $215,919.56 








$500,000.00 $500,000.00 
$120,865.00 210,000.00 89,135.00 


,900. 172,500.00* 
200,125.63 200,125.63* 
$493,490.63 $710,000.00 $216,509.37 

47,846.50 846.50 
589.81 589.81* 


$541,926.94 $757,846.50 $215,919.56 
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We now come to the question 
whether the incorporation of Commu- 
nity for the purpose of effecting a con- 
solidation of Blue Mountain, South- 
ern, and Wiconisco and for the fur- 
ther purpose of effecting a financial 
and accounting reorganization of 
those three companies, would be in 
the public interest, particularly under 
the proposed terms and conditions of 
consolidation and reorganization. 

It is averred that consolidation of 
the three companies would simplify 
operations by reducing the number of 
required forms, books, records, and 
reports. The economies that would 


be thus effected have not been ex- 
pressed in dollars, but it is our ex- 
perience that such economies are us- 
ually small and therefore have a negli- 
gible effect on the public interest. 

If the three companies were nonaf- 
filiates and if they operated in terri- 


tories contiguous to one another, it is 
plausible that their consolidation would 
“provide greater flexibility and free- 
dom in the use of working capital, 
supplies, trucks, work administration, 
and personnel.” But the companies 
are closely affiliated with one another, 
they have almost identical directors 
and officers, and they operate in wide- 
ly separated territories; so that it is 
difficult to see how their consolidation 
would result in substantially greater 
operating flexibility and freedom than 
now exists. 

The third alleged advantage of con- 
solidating the three companies is that 
“the proposed company on account of 
having greater assets than any of the 
three transferor companies will be 
able to finance its operations more 
easily and advantageously.” All 


things being equal, the securities of a 
large company have a wider market 
than those of a small company, not 
only because the larger company is 
more widely known, but also because 
its securities attract distributors and 
purchasers who do not find it worth 
while to deal in small issues of securi- 
ties. But the consolidated company 
(Community) would itself be a rela- 
tively small company, and, so far as 
the record shows, it is not planned 
that Community would make any but 
routine time-to-time plant additions 
and betterments. If any such plant 
additions and betterments should be 
required to be financed by the issuance 
of securities, it is evident that the 
amount of any one issue would be so 
small as to appeal to only a small field 
of investors. 

Moreover, public financing of plant 
additions and betterments by Commu- 
nity would be difficult, to say the least, 
if the financial reorganization pro- 
posed to accompany the consolidation 
were to be consummated. Under the 
proposed plan of financial reorganiza- 
tion, Community would issue $500,- 
000 par value of 8 per cent noncumula- 
tive, nonvoting preferred stock and 
$210,000 par value of common stock, 
a total of $710,000. As soon as 
practicable, all the preferred stock, 
or so much thereof as possible, would 
be converted into bonds. Communi- 
ty’s permanent capitalization would 
therefore amount to $710,000, of 
which $210,000 would be common 
stock and $500,000 bonds, or some 
now unknown combination of bonds 
and 8 per cent preferred stock. The 
proposed capitalization of $710,000 
compares as follows with net assets 
stated on several bases: 
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Excess of 
Proposed 
Nei Proposed capitalization 
assets capitalization over net assets 


1, Net assets based on book figures at June 30, 1941, 
plus $10,000 cash to be received from the sale’ of 


common stock 


$504,080 $710,000 $205,920 


2. Net assets based on book figures at June 30, 1941, 
except for the substitution of applicant’s estimated 
accrued depreciation for the balance in depreciation 
reserves ; plus $10,000 to be received from the sale 


of common stock 


642,647 710,000 67,353 


3. Net assets based on proposed adjustments, except 
for the substitution of the balance in depreciation 
reserves for applicant’s estimated accrued depre- 


ciation 


[1, 2] On each basis except the last 
the proposed capitalization would be 
substantially more than net assets war- 
rant; and even on the last basis (the 
one which Community proposes us- 
ing) net assets would just equal the 
proposed capitalization. | Further- 


more, the ratio of bonds to depreciat- 
ed telephone plant would be about 
1064 per cent on basis No. 1, about 
82 per cent on basis No. 2, about 93 


per cent on basis No. 3, and about 74 
per cent on basis No. 4. It is in- 
conceivable, at least to us, that Com- 
munity, laboring under so burdensome 
a capital structure, could finance plant 
additions and extensions to better ad- 
vantage than the three separate com- 
panies, which apparently are under- 
capitalized and which have no funded 
debt whatever in the hands of the pub- 
lic. 

Other features, also, of the pro- 
posed financial plan are highly objec- 
tionable. 

While we are not a “blue sky” Com- 
mission, it would be unconscionable 
for us to countenance the issuance of 
a noncumulative, nonvoting preferred 
stock having the high dividend rate 
of 8 percent. Noncumulative, nonvot- 
ing preferred stock leaves the door 


571,433 
710,000 


710,000 
710,000 


138,567 


wide open for manipulative practices 
by common stockholders, and 8 per 
cent is much too high a dividend rate 
in view of the present low cost of 
money. Then, too, if we should per- 
mit the issuance of an 8 per cent stock, 
we should be more or less honor bound 
to permit earnings to an amount suff- 
cient to pay such a dividend even if 
such earnings should otherwise be 
found not warranted in rate proceed- 
ings. 

True, it is proposed that the pre- 
ferred stock would be issued to Inland 
Telephone Company, which would 
also be the majority, if not the sole, 
common stockholder. But any dis- 
position that Inland Telephone Com- 
pany might make of the preferred 
stock would be beyond our control. 

It is also true that it is proposed 
that the preferred stock would be only 
temporarily outstanding, the plan be- 
ing to replace it, as soon as practicable, 
with bonds. But as we have hereinbe- 
fore indicated, we could not approve 
the issuance by Community of bonds 
in the amount proposed to be issued. 

[3] The proposal to transfer 
$138,699.79 of allegedly excessive de- 
preciation reserves to capital surplus, 
and thereafter to pay such amount to 
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Inland Telephone Company in the 
form of securities, also is highly ob- 
jectionable. Such a transaction, when 
realistically viewed, is tantamount to 
the payment of a dividend out of 
moneys collected from subscribers on 
the representation that such collec- 
tions were necessary to preserve the 
integrity of properties essential for the 
furnishing of adequate service to the 
subscribers. We rejected similar pro- 
posals in Re Edison Light & P. Co. 
13 Pa PSC 641, and Re Peoples Nat. 
Gas Co. 16 Pa PSC 586. 

The evidence that the depreciation 
reserves are excessive is grossly inade- 
quate, consisting only of a 3-page ex- 
hibit (No. 12) supplemented by very 
sketchy “explanatory” testimony. One 
page of the exhibit is devoted to Blue 
Mountain, one to Southern, and one 
to Wiconisco. 

Each page of the exhibit lists the 
following classes of property, or such 
thereof as are applicable to the particu- 
lar company to which the page is de- 
voted : Organization, franchises, 
right of way, land, buildings, central 
office equipment, station apparatus, 
station installations, drop and block 
wires, private branch exchanges, 
booths and special fittings, pole lines, 
aerial cable, underground cable, aerial 
wire, underground conduit, furniture 
and office equipment, and vehicle and 
other work equipment. Opposite each 
class of property the original cost 
thereof as at June 30, 1941, is shown, 
and the original-cost column is totaled 
to show the original cost of all prop- 
erty. Another column shows the “per 
cent condition” of each class of prop- 
erty. A third column shows the “orig- 
inal cost less depreciation, June 30, 
1941,” of each class of property and 


of all property, the figures in the, col- 
umn having been computed by apply- 
ing the percentages in the “per cent 
condition” column to the figures in the 
original-cost column. At the foot of 
the page the total of the original-cost- 
less-depreciation column is deducted 
from the original-cost column to ar- 
rive at the depreciation reserve re- 
quirements. The exhibit does not 
show how the “per cent condition” of 
each class of property was determined. 

The exhibit was prepared under the 
direction of V. E. Chaney, Ft. Wayne, 
Indiana, who is one of the incorpora- 
tors of Community and also president 
of Blue Mountain, Southern, and 
Wiconisco. The “per cent condition” 
figures in the exhibit were supplied by 
John W. Wopat, consulting engineer, 
Ft. Wayne, Indiana. 

Mr. Chaney testified as follows on 
the adequacy of the proposed depre- 
ciation reserve of $159,520.57: 


Q. Mr. Chaney, from an operating 
standpoint do you consider that a de- 
preciation reserve of $159,520.57 is 
adequate? 

A. Yes, I do. In determining 
whether or not that amount was ade- 
quate I took our total investment on 
the original cost basis of the central 
office equipment and the pole line ac- 
count and other depreciable items, and 
due to the number of exchanges their 
character, their size, and the probabil- 
ity of future development, I would 
not consider that at any time in the 
future we would be presented with any 
problem that we would set up this 
amount of depreciation reserve. Aft- 
er all in setting up this amount of de- 
preciation reserve it would be approx- 
imately 22 per cent of the original cost, 
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or result in the depreciable property 
being reflected in about 28 (sic) per 
cent conditions, which I think for all 
practical and managerial purposes is 
adequate. 

Mr. Chaney was not qualified as an 
engineer or as an expert in deprecia- 
tion matters. This, coupled with the 
fact that his testimony is much too gen- 
eral and more or less incoherent and 
unintelligible strips his testimony of 
any probative value whatever. 

Mr. Wopat’s testimony, although he 
was qualified as an engineer, is little, 
if any, better. We quote it in full: 

Q. Have you examined the physical 
property of the Blue Mountain Tele- 
phone and Telegraph Company, the 
Wiconisco Telephone and Telegraph 
Company, and the Southern Tele- 
phone and Telegraph Company to de- 
termine the per cent condition of the 
physical property? 

A. I have. 

Q. Have you looked at applicant’s 
Exhibit No. 12 with regard to the 
per cent condition therein set forth? 

A, I have. 


Q. Are the per cent conditions 
therein set forth the same as you have 
determined ? 

A. They are my figures. 

Q. Will you just state a little more 
in detail what examination you made 
of these properties? 

A. I am intimately acquainted with 
these properties. I have been consult- 
ing engineer for these three companies 
for the past ten years, and in 1934 I 
made an inventory and appraisal of 
the property. In 1940 I made an in- 
vestigation as to the per cent condi- 
tion, and then again in April, 1941, 
reviewing it as to its application to 
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June 30, 1941, and I arrived at the 
per cent condition based on inspection 
of the property, and study of turnover 
of the property in and out, that is, in 
the depreciable accounts and deter- 
mined the probable remaining life, 
and from those elements I made my 
calculations as to per cent condition, 


Generalities, few and vague. Noth- 
ing to show the estimated average 
service life, elapsed life, and remain- 
ing service life of each class of proper- 
ty. Nothing to show the weight given 
to obsolescence, to the relation be- 
tween maintenance and depreciation, 
to extraordinary hazards, such as de- 
struction by storm, to which outside 
telephone plant is peculiarly subject. 
Nothing, in short, to afford our staff 
and ourselves even a starting point for 
even the most general and cursory 
kind of check of the depreciation esti- 
mate. 

Even if unassailable proof had been 
submitted that the depreciation re- 
serves are excessive, we should refuse 
to assent to the transference of the ex- 
cess to surplus and the payment there- 
of to stockholders, as a disguised divi- 
dend, in the form of securities. The 
reason for our attitude is alluded to 
hereinbefore and is explained at length 
in our opinions in Re Edison Light 
& P. Co. and Re Peoples Nat. Gas Co. 
supra. We quote from our opinion 
in the latter case: 

“The record leaves little doubt that 
the depreciation reserve is much in ex- 
cess of the amount required to cover 
the actual physical deterioration of 
the company’s properties. The exist- 
ence of so large a reserve may be ex- 
plained in two ways: first, the charg- 
ing to operating expenses of excessive 





amou! 
secon 
ing & 
retire! 
charg 
serve. 
the e! 
whetl 
leadir 
eratin 
the cc 
the p 
its pe 
sets t 
ing € 
sume 
tainet 
is to 
made 
exces 
make 
the 
“F 
whic 
oper: 
intac 
is ni 
reset 
for 1 
erty 
ther 
in pi 
lic s 
com 
rese 
sipa 
the 
on f 
ice, 
the 
sipa 
rary 
be : 
und 
con 


RE PENNSYLVANIA COMMUNITY TELEPHONE CO. 


amounts for annual depreciation; and 
secondly, the charging also to operat- 
ing expenses of certain fixed capital 
retirements, which should have been 
charged instead to the depreciation re- 
serve. Both practices certainly had 
the effect of presenting to the public, 
whether or not intentionally, a mis- 
leading picture of the company’s op- 
erating expenses and, consequently, of 
the company’s true earnings. So that 
the public may not be thus misled to 
its possible injury, when a company 
sets up depreciation charges as operat- 
ing expenses to be paid by its con- 
sumers, such charges should be re- 
tained in depreciation reserves; that 
is to say, collections for depreciation 
made from consumers in the past if 
excessive ought to be held intact to 
make possible smaller collections in 
the future. 

“Requiring a depreciation reserve 
which has been created by charges to 
operating expenses to be thus held 
intact for depreciation purposes only 
is not equivalent to impounding the 
reserve as a trust fund for consumers, 
for the reserve is at all times the prop- 
erty of the company, and the earnings 
thereof, whether the reserve is invested 
in property used and useful in the pub- 
lic service or otherwise, belong to the 
company, not to consumers. But the 
reserve nevertheless may not be dis- 
sipated since it will be required for 
the absorption of the depreciation loss 
on property used up in the public serv- 
ice. Not even an apparent excess in 
the reserve at a given time may be dis- 
sipated, such excess being only tempo- 
tary in nature. Eventually there will 
be no excess because consumers are 
under an obligation to return to the 
company only the cost—no more, no 
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less—of property used up in the pub- 
lic service; in other words, to repeat 
what we have already said, excessive 
depreciation payments made by con- 
sumers in the past should be offset by 
reduced payments in the future, so 
that the sum of the past and the future 
payments will equal the cost of prop- 
erty used up in the public service.” 

[4] The proposal to transfer 
$589.81 of contributions for construc- 
tion to capital surplus and thereafter 
to issue securities to Inland Telephone 
Company therefor, is wholly unac- 
ceptable. It is not a sufficient reason 
to say that the property constructed 
with subscribers’ money, either in 
whole or in part, has lost its identity ; 
the contributions were nevertheless 
made by subscribers and were not later 
refunded to them. Nor is it sufficient 
reason to say that Wiconisco may have 
replaced the property. The replace- 
ment, if made at all, very likely was 
made from depreciation reserve funds, 
which also were collected from sub- 
scribers. Strong presumptive evi- 
dence of this is to be found in the in- 
sistence of witnesses that Wiconisco 
has accumulated $62,142.43 of ex- 
cess depreciation. The contributions 
should permanently remain in con- 
tributions for construction account. 

The proposal to cancel $172,500 of 
indebtedness owing to Inland Tele- 
phone Company, to transfer that 
amount to capital surplus, and then 
to issue stock to Inland Telephone 
Company therefor, is unobjectiona- 
ble, as such a series of transactions is 
simply a roundabout way of paying 
off the debt with stock. 

As the financial plan has been 
abundantly shown to be inimical to 
the interests of the public, it is unnec- 
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essary to go into the propriety of is- 
suing stock to Inland Telephone Com- 
pany for the entire unappropriated sur- 
pluses of Blue Mountain, Southern, 
and Wiconisco and for the excess of 
the original cost over the book value 
of their properties. 

[5] .To sum up, we cannot see that 
the consolidation of Blue Mountain, 
Southern, and Wiconisco, even under 
fair and reasonable financial terms and 
conditions, would be advantageous to 
the public. No reduction in rates or 
improvement in service is promised, 
and the small operating economies 
which the consolidation would make 
possible would hardly affect rates and 
service. There is no apparent com- 
munity of interest among the terri- 
tories of the three companies that war- 
rants the pooling of those territories 
for regulatory purposes. As we said 


in Re Pennsylvania Water Service 


Co. 8 Pa PSC 705, 712, PUR1927E 
656, 664: 

“There was considerable testimony 
submitted of a general nature with re- 
spect to the advantages of the pro- 
posed consolidation, the most impor- 
tant of which were quantity purchases 
of equipment, materials and supplies, 
common executive personnel, common 
accounting and engineering services, 
reduction in Federal taxes due to con- 
solidated reports, and assistance in 
financing. The Commission is cog- 
nizant of the advantages possible in 
the merging or consolidation of utility 
companies, under terms that are con- 
sonant with public policy, and are 
beneficial to the public interest. But 
in this instance, however, the Commis- 
sion is strongly of the opinion that 
there is absence of economic reason, 
under such conditions as are present- 
45 PUR(NS) 


ed in these applications, for the merg. 
ing into one company of widely sep- 
arated, and physically uncoordinated 
water utilities in various parts of the 
state. There is material difference be- 
tween water companies and other pub- 
lic utilities. For instance, it is obvi- 
ous that it is not only.advisable but ab- 
solutely necessary for the development 
of the electric industry and the serv- 
ice of the public to effectuate consoli- 
dation of electric companies when the 
circumstances are such as will result 
in betterment of service or reduction 
of rates. In the case of other utilities 
similar conditions favorably affect con- 
solidation. But the Commission fails 
to see, at least under such facts and 
circumstances as are presented in 
these applications, how it is possible 
to coordinate public service, or effect 
any substantial economic advantages, 
in tying together widely separated 
water companies which cannot possibly 
have any physical interconnection, and 
which have little or no corporate, 
financial or community relationship. 
The supply and service of water is, in 
the experience of communities large 
and small, a peculiarly localized func- 
tion and necessity, and conditions of 
ownership, management, finances, and 
service vary to a degree which is not 
nearly so marked among other public 
utilities. 

“The record indicates that it is not 
proposed to consolidate the accounts 
of the Pennsylvania Water Service 
Company, but that separate operating 
and fixed capital accounts are to be 
kept for each plant with a common 
source of supply, so that no confusion 
may result in determining the fixed 
capital investment and operating prog- 
ress of each plant. For accounting 
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and reporting purposes, it is of course 
highly desirable that such a segrega- 
tion be made, but by the very nature 
of the plan of management here pro- 
posed, there would be many expendi- 
tures of a character common to the 
several plants which would necessitate 
numerous arbitrary allocations, both 
in fixed capital and operating expenses, 
with the result that the accounts to a 
large extent would be based on esti- 
mates or opinions rather than on di- 
rect outlay, which manifestly serves to 
reduce their informative value.” 

The only apparent benefit from the 
consolidation, under the proposed 
terms and conditions, would accrue 
to Inland Telephone Company, which 
would be enabled to pass on to the 
public, in a tax-free “reorganization,” 
too large a nonvoting share of the 
present equity investment in Blue 
Mountain, Southern, and Wiconisco. 

The matters and things involved at 
A. 60715, Folders 1 and 2, having 


been duly presented and heard, and 
full consideration having been given 
thereto, we find and determine that 
approval of said applications is not 
necessary or proper for the service, 
accommodation, convenience, or safe- 
ty of the public; therefore, 


Now, to wit, July 7, 1942, it is 
ordered: 

1. That approval of the incorpora- 
tion, organization, and creation of 
Pennsylvania Community Telephone 
Company be and is hereby refused. 

2. That approval of the beginning 
by Pennsylvania Community Tele- 
phone Company of the exercise of the 
rights, power, or privilege of render- 
ing telephone service in Chester, 
Dauphin, Lancaster, Monroe, North- 
ampton, and Schuylkill counties, be 
and is hereby refused. 


Commissioner Beamish being ab- 
sent did not participate in the vote on 
this order. 
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Re West Penn Railways Company 


[Application Docket No. 61340.] 


Service, § 231 — Abandonment — Street railway — Operating loss — Rehabilita- 


tion needs — War. 


Abandonment of a portion of street railway lines operated at a loss for many 
years should be authorized when the track is not in safe condition for opera- 
tion of passenger-carrying equipment, the track has been used primarily 
for movement of freight, passenger service has been lightly patronized, the 
track is parallel to a railroad system, an imprudent expenditure of funds 
would be needed for rehabilitation, and material for reconstruction is not 
available, while abandonment would release copper and steel essential to war 


needs. 


(BucHANAN, Commissioner, dissents.) 
[July 13, 1942.] 
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PPLICATION for approval of abandonment of portion of 


di 


By the Commission: This matter 
comes before us upon the application 
of West Penn Railways Company for 
our approval of the abandonment of 
its electric railway line extending be- 
tween the borough of Trafford and 
the village of Larimer in North Hunt- 
ingdon township, Westmoreland coun- 
ty. 
West Penn Railways Company 
owns and operates a system of street 
railway lines totaling approximately 
124 miles in length, in Fayette and 
Westmoreland counties serving the 
Greensburg-Uniontown coal district. 
The street railway track proposed to 
be abandoned forms a portion of its 
line extending between the boroughs 
of Trafford and Irwin, and thence 
to Greensburg. 

The petition of the applicant avers 
that the company has been operating 
this portion of its street railway line 
at a loss for many years and has re- 
tained this track primarily for its 
freight operation from Pittsburgh ov- 
er the tracks of the Pittsburgh Rail- 
ways Company to Trafford and thence 
by the instant line to Greensburg and 
Uniontown. The freight operation 
was discontinued on September 15, 
1941, after approval by us on Septem- 
ber 2, 1941, in Application Docket No. 
60429. The petition further avers 
that the paving and track in the streets 
of Trafford borough are practically 
worn out and require replacement at 
an estimated cost by the railways com- 
pany of approximately $25,000. 

At the public hearing in the proceed- 
ing a witness for the street railways 
45 PUR(NS) 


street railway line; granted. 
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company testified that the track with. 
in the borough has been in position 
for thirty-eight years and has never 
been renewed. The witness further 
testified that the paving requires re. 
placement and the rail is now so worn 
that car wheel flanges ride on the tram 
portion of the rail without the wheel 
treads touching the railheads. It was 
further testified that such a condition 
created a hazard due to the difficulty 
in properly controlling the speed of 
cars and that it would be impossible 
at this time due to the war to rehabil- 
itate this portion of track. 

An agreement between West Penn 
Railways Company and the borough 
of Trafford, Westmoreland county, 
dated March 6, 1942, now on file with 
us and docketed at PUMC 928, re- 
lates to the conveyance of title to the 
company’s track in the borough of 
Trafford and the payment of the sum 
of $4,500 in cash to the said borough 
in release of all obligations imposed by 
all ordinances, contracts, laws, or ob- 
ligations. The agreement further pro- 
vides that the railways company will 
remove all wires and appurtenances, 
including poles, not used by other util- 
ities or the borough. At the public 
hearing it developed that the sum of 
$4,500 specified in the agreement was 
agreed upon by the borough as the es- 
timated cost of removing the track 
located within the limits of the bor- 
ough and of repaving the disturbed 
area. Witnesses for the borough tes- 
tified concerning the negotiations pre- 
ceding the determination of the above 
consideration and further testified of 
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record that they were of the opinion 
approval of the abandonment and 
agreement by the Commission was in 
the public interest. 

A witness for the applicant, its vice 
president and chief engineer, testified 
that the applicant, at its own cost and 
expense, proposes to remove the over- 
head construction and poles not used 
by other utilities or the borough over 
the entire length of the line proposed 
to be abandoned and further remove 
its rails from its private right of way 
and rails and ties from public roads 
and crossings and repave the disturbed 
Htrack area with the same material as 
adjoining paving, except at the cross- 
ing of State Highway Legislative 
Route No. 637, for a distance of ap- 
proximately 125 feet, where rails are 
embedded in concrete. At this loca- 
tion the applicant agreed to burn off 
the railhead and fill the resulting 


groove with a suitable paving material. 
The applicant, under its agreement 
with the borough, will not remove any 
rails or ties or repave its track strip 
in the streets within the borough of 
Trafford. The witness further testi- 
fied that the applicant has no paving 


obligations under any _ ordinances 
granted by the borough of Trafford as 
the rights of way were secured from 
private property owners, prior to the 
incorporation of the borough. In 


Type 
Steel truss and girder 


Steel truss and girder ....ccccccccecscocvecses 


Steel deck girder 
Steel thro truss 


cidevecnas: GO seat 


North Huntingdon township, for a 
distance of approximately 600 feet, 
the track is within the limits of a dirt 
or cinder township road under a fran- 
chise granted by said township. There 
is no obligation provided in this fran- 
chise for any work upon abandon- 
ment. However, applicant will re- 
move its rails and ties and restore the 
track area in kind at this location. 

Witness testified that of the 3.97 
miles of track proposed to be aban- 
doned, 0.59 of a mile is located in pub- 
lic roads and highways and 3.38 miles 
on private right of way. The gauge 
of track is 5 feet 24 inches and the 
construction of paving of the proposed 
abandonment within the confines of 
the borough of Trafford is brick sur- 
face on a gravel base. Street railway 
service on this line consists of one 
car operating in hourly service be- 
tween 6:30 a. mM. and 11:30 P. M. 
The running time between Trafford 
and Larimer is approximately twenty 
minutes and the fare is divided in two 
zones of 5 cents each. Should this 
application be approved, the car used 
in providing this service will not be 
retired but will be used on applicant’s 
other lines. 

Applicant’s Exhibit No. 1 indicates 
that the following bridges are located 
in North Huntingdon township on 
the line proposed to be abandoned: 

Length 
551 feet 


Crossing 
Brush Creek, Pennsylvania 
Railroad tracks and State 
Highway Legislative Route 
No. 639 
Greers Run Creek 
Township Road 
Brush Creek 
Brush Creek 
Brush Creek 
Brush Creek 
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A witness for the applicant testified 
that the railways company will remove 
the superstructure of these bridges so 
that the salvaged material may be used 
for the war effort, there being approx- 
imately 340 tons of structural steel 
available from the bridges, 388 tons 
from rail, and 10,000 pounds of scrap 
copper. However, the abutments and 
piers, which are now located on pri- 
vate property owned by the applicant, 
will not be removed. 

Applicant’s Exhibit No. 4 is a de- 
tailed statement of the salvage expect- 
ed to be received from the proposed 
abandonment and indicates that the 
total gross value is estimated at $16,- 
687 less $11,726 cost of recovery, or 
a net salvage value of $4,961. These 
figures exclude the steel within the 
borough of Trafford, which is esti- 
mated at 58 tons. 

Applicant’s Exhibit No. 6, a detailed 
statement of the operating revenues 
and expenses of the entire street rail- 
way system of West Penn Railways 
Company, indicates the following sum- 
mary: 

Operating Revenue 

Transportation 


Operating Expenses 
Before depreciation 
Depreciation 


Operating loss 


Net operating loss 
Car miles 
Transportation revenue per car mile 

A witness testified that no break- 
down is available of revenues and ex- 
penses covering the operation of that 
portion of the street railway line pro- 
posed to be abandoned. However, 
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checks made during the weeks begin. 
ning September 14, 1941, October 25, 
1941, and February 15, 1942, indicate 
the following: 


Average weekly revenue 
Average weekly expenses 


- $130.38 


A witness for the applicant testified 
that no tabulation of passengers car- 
ried on the Trafford-Larimer line is 
available due to the collection of fares 
over multiple zones of the railway; 
however, during the above-stated 
check periods a traffic count indicated 
the average number of passengers 
hauled per cash fare zone as shown on 
the following tabulation: 


Average weekly loss ....... caiele oe 


Average 
passengers 
Date per zone 


Week ending September 20, 1941 .... 
November 1, 1941 .... 
Februar-- 21, 1942 .... 


Daily average of school tickets col- 
lected each way 
A witness further testified that the 
population of Ardara is approximately 
fifty-five people and that of Abbotts- 
ville is about twenty-five people. The 
1938 1939 1940 1941 


$677,904 $586,317 $584,734 $632,384 
95,614 98,465 103,298 


$777,226 $681,931 $683,199 


$735,682 
$843,669 $721,947 $724,894 $730,233 
46,348 42,700 42,700 40,800 


$890,017 $764,647 $767,594 $771,035 
$112,791 $ 82,716 $ 84,395 $ 35,35] 
31,992 26,228 53,788 


73,576 
$144,783 $108,944 $138,183 $108,927 
3,354,097 2,933,282 2,830 0,529 

20.2¢ 20.0¢ 20.6¢ 


” ” 











9 2,743,147 
23.1¢ 


remainder of the territory along the 
trolley route proposed to be abandoned 
is sparsely populated. A modern con- 
crete highway, known as State High- 
way Legislative Route No. 639, prac: 
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tically parallels the street railway line 
between Larimer and Trafford. <A 
witness for the applicant testified that 
since the construction of this highway 
there had been a loss in passenger rev- 
enue on this line. No bus service is 
provided on this highway. 
Applicant’s Exhibit No. 10, a Penn- 
sylvania Railroad Company timetable, 
indicates that the following local pas- 
senger service is provided between 
Larimer, Ardara, and Trafford: 


proposed to be abandoned for trans- 
portation between their homes and 
public schools. This witness further 
testified that of the local trains pass- 
ing through Ardara on the line of rail- 
road of The Pennsylvania Railroad 
Company, the first westbound train 
serving that location is scheduled to 
stop at 3:42 p.m. This witness fur- 
ther called attention to the existing 
rubber shortage and was of the opin- 
ion that the existing street railway 


Eastbound 


x—Daily except Monday 
f—Flag Stop 


Trafford 
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A witness for the protestant, a resi- 
dent of the village of Ardara, testified 
that approximately 300 persons re- 
side in the vicinity of Ardara and that 
these persons are dependent upon the 
street railway facilities of the appli- 


cant for transportation. Further tes- 
timony was offered to the effect that 
approximately 160 school children re- 
side in the vicinity of Ardara and Lar- 
imer, and are to a certain extent de- 
pendent upon the street railway service 


Larimer 


iar 
“ 
° 
3 
Qa 


— 
CANKMOYNAD 
Wh wUus BHU 
SRBRSSSERESaR 


hy > > > > > D> 


—"s 


service should be continued at least 
until the crisis in that critical material 
has passed. 

Other witnesses for the protestant 
testified that they were in favor of a 
continuation of the present street rail- 
way service, for the reason that in 
their opinion no adequate substitute 
transportation is available. 

From consideration of the record 
it appears that the electric street rail- 
way line proposed in this proceeding 
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to be abandoned has, in the past, 
served primarily for the movement of 
freight by way of the 5 feet 2-inch 
gauge electric railway line of West 
Penn Railways Company between the 
Uniontown-Connellsville district and 
Pittsburgh, via the applicant’s line be- 
tween Uniontown and Trafford and 
the electric railway line of Pittsburgh 
Railways Company between Trafford 
and Pittsburgh. The hourly passen- 
ger service operated over the line is 
and has been lightly patronized. Be- 
tween Trafford and Larimer the line 
is parallel to the 4-main-track railroad 
system of The Pennsylvania Railroad 
Company and frequent local train 
service in both directions is operated 
on this dine of railroad daily. That 
certain of these local trains do not stop 
at Ardara is merely indicative of the 
fact there has not, in the past, been 
sufficient business to warrant the stop- 
ping of local trains at this station. 
Should need develop for furnishing 
additional railroad service to Ardara, 
and additional railroad patronage oc- 
curs, arrangements can readily be 
made for scheduling this station as a 
flag stop for local trains. 

The testimony clearly indicates that 
the tracks of the applicant located in 
the borough of Trafford are not pres- 
ently in safe condition for the opera- 
tion of passenger carrying equipment. 
We are of the oninion that it would 
not be in the public interest to require 
an imprudent expenditure of the funds 
of the electric railways company to 
rehabilitate this track. Further, ma- 
terial is not available for its recon- 
struction nor would it be practical to 
terminate this electric street railway 
line at the eastern borough limit. 

We are further of the opinion that 
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on account of the difference in the 
gauge of this track and that of the 
steam railroad line, the track is of no 
strategic importance and that the im. 
mediate release of an estimated 10,000 
pounds of scrap copper and 728 tons 
of steel will assist in overcoming the 
present national deficiencies in these 
essential war materials. 

Upon full consideration of the mat. 
ters and things involved, we are of 
opinion and find that approval of the 
application of West Penn Railway; 
Company for our approval of the 
abandonment of that portion of it 
railway line located between the bor. 
ough of Trafford and the village oj 
Larimer in Westmoreland county i 
necessary or proper for the service, ac- 
commodation, convenience, or safety 
of the public; therefore, 

Now, to wit, July 13, 1942, it is or- 
dered: That approval of the aban 
donment of street railway service of 
the Trafford-Larimer line of Wes 
Penn Railways Company, as set fortl 
and fully described in the application, 
be and is hereby granted and a certif- 
cate of public convenience issue in Ap- 
plication Docket No. 61340 evidencing 
such approval, subject to the follow- 
ing eight conditions: 

1. That the removal of overhead 
construction and track and the repav- 
ing of the disturbed area within the 
borough of Trafford be performed 
in accordance with the’ agreement be- 
tween the applicant and the borough 
filed and docketed with us at P.U.M.C 
928. 

2. That the applicant deliver to 
Trafford borough a quitclaim deed to 
all its rail and track appurtenances. 

3. That the applicant surrender and 
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relinquish all existing franchises, 
rights, and privileges applicable to 
he line to be abandoned. 

4, That the applicant, at its own cost 
und expense, remove the rails and ties 
from all public roads or highways out- 
side the limits of the borough of Traf- 
ford, and restore the disturbed sur- 
ace area to a condition comparable 
o the adjacent paving; with the ex- 
eption that where the tracks are en- 
irely imbedded in concrete the rail- 
eads may be burned off and the re- 
sulting grooves of the disturbed areas 
led with concrete or a suitable bi- 

minous material. 

5. That the company, at locations 
here a portion of its facilities is per- 

itted under the above provision to 
emain within the limits of the public 
ighways, deliver to the proper public 
puthorities a quitclaim deed to all ma- 
etials permitted to thus remain with- 
n the limits of public highways. 

6. That the applicant, at its own 
ost and expense, dismantle and re- 
ove all bridges carrying its track, 
together with all rail and overhead 
onstruction outside. the limits of the 
borough of Trafford, making this 
scrap available to the national war ef- 
ort. 

7, That the applicant’s accounting 
or the retirement of the portion of its 


electric railway system to be aban- 
doned be made pursuant to the provi- 
sions of the Uniform System of Ac- 
counts, prescribed by this Commis- 
sion. 

8. That all work herein ordered be 
completed in a manner satisfactory to 
this Commission on or before Decem- 


ber 31, 1942. 


BUCHANAN, Commissioner, dis- 
senting: The Commission has ap- 
proved the abandonment of the street 
railway operation between the borough 
of Trafford and the village of Lari- 
mer, Westmoreland county. This 
abandonment took place in opposition 
to the national policy opposing such 
abandonments and without discussing 
the matter with Federal authorities 
relative to their wishes in view of the 
war effort. 

This line presently is a part of an 
electric railway operation extending 
from Pittsburgh through Greensburg 
to Uniontown. The abandonment of 
this one short stretch of track severs 
the Pittsburgh area from the remain- 
ing industrial territory at a time when 
bus operations are impractical due to 
the war emergency. 

I do not doubt the economic neces- 
sity of abandonment in normal times. 
I am completely opposed to it now. 





SECURITIES AND EXCHANGE COMMISSION 


Re Electric Bond & Share Company 


[File No. 70-475, Release No. 3535.] 


Parties, § 18 — Intervention — Stockholder. 
A stockholder should be denied the right to intervene in a proceeding before 


[3] 
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the Securities and Exchange Commission relating to reacquisition of secu. 
rities by a registered holding company where the record does not show that 
the interest of the stockholder is or may be inadequately represented by the 
corporation, although he may be permitted to participate in hearings to the 
extent of introducing evidence, cross-examining witnesses, requesting find. 


ings of fact, and filing briefs. 


[May 14, 1942.] 


PPLICATION for intervention in proceeding before the Se- 
J \ curities and Exchange Commission; denied. 


By the Commission: On January 
5, 1942, we issued a notice of and 
order for hearing with respect to the 
declaration of Electric Bond and Share 
Company covering a proposed ex- 
penditure of $5,000,000 to acquire 
shares of its outstanding $5 and $6 
preferred stocks on the New York 
Curb Exchange.’ A public hearing 
was held on January 20, 1942. On 
February 20, 1942, we issued our find- 
ings, opinion, and order, permitting 
the declaration to become effective to 
the extent of $2,000,000, and reserv- 
ing jurisdiction as to the remaining 
$3,000,000 pending formulation by 
the company of a plan of exchange or 
some other plan for distribution of 
assets to the preferred shareholders.* 

On March 24, 1942, Samuel Okin, 
an attorney, filed an application to in- 
tervene in the proceedings on his own 
behalf. Pursuant to Rule XVII of 
our Rules of Practice, Okin attached 
an affidavit in support of his applica- 
tion.® In this affidavit Okin stated 
that he was the owner of 7,000 shares 


of the common stock of Electric Bond 
and Share Company. He further 
stated that the record thus far mate 
in this proceeding disclosed “improper 
interpretations of the law and the 
facts by the Commission’s staff re 
sulting apparently in an unjustified 
staff report being submitted to the 
Commission which has resulted in the 
order wherein permission is only 
granted to the extent of $2,000,000 
and jurisdiction reserved as to the re 
maining $3,000,000”; that “these ap. 
parent misinterpretations by the Con: 
mission’s staff appear in the record to 
apparently be predicated on certain 
misstatements heretofore made by the 
company’s president wherein in other 
prior proceedings he seemed to indi- 
cate that under certain circumstances 
the company might consider a pro rata 
distribution to preferred stockhold: 
rs”; that despite Okin’s demand, “the 
company has failed to advise 
this Commission formally that there 
is no intention of making any pro rata 
distribution to preferred stockholders 





1 Holding Company Act Release No. 3256; 
see also Holding Company Act Release No. 
3234, December 31, 1941, announcing the 
filing of the declaration. 

2 Holding 1 ed Act Release No. 3339, 
42 PUR(NS) 2 

8 Paragraph (b) of Rule XVII (as it 
then read) provided that “Any person filing 
on application to intervene shall file there- 
with an affidavit setting forth in detail his 
interest in the proceedings, and stat- 
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ing whether the position which he may pro 
pose to take with respect to the pending 
matter is one already taken by any other 
party to the proceedings. . 

Rule XVII has recently been amended t 
incorporate the existing policy of the Com- 
mission in respect of applications for inter- 
vention, leave to be heard and informal pat- 
ticipation in Commission proceedings. ee 
Holding Company Act Release No. 3512, May 
8, 1942. 
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because such would be contrary to law 
and it would be unjust to common 
stockholders and that there is no other 
plan at this time other than that which 
isasked for in the present declaration, 
which is approved by deponent 
[Okin].” Okin stated that it is there- 
fore “very urgent for the benefit of 
all the stockholders of the company 
that he be permitted to intervene. . . 
so that this unfortunate situation may 
be forthwith corrected.” 

Counsel for the Public Utilities 
Division requested that Okin submit 
himself for examination with respect 
to his application and affidavit* We 
granted this request by order dated 
April 8, 1942, and an examination pur- 
suant to the order was held on April 
15th and 16th. In support of his ap- 
plication to intervene, Okin has filed a 
45-page brief,® an additional 9-page 
memorandum of law on the right of 
New York corporations to acquire 
their stock, and a copy of a 90-page 
complaint recently filed by him in an 
action in the supreme court of the 
state of New York against Electric 
Bond and Share Company, its officers 
and directors, and Ebasco Services, 
Incorporated, and its officers and di- 
rectors. 

Counsel for Electric Bond and 
Share stated that the company felt it 
should take no position either for or 
against the granting of the application 
for intervention. 

Section 19 of the act, 15 USCA 
§ 79s, provides, in part: 

e In any proceeding before 


the Commission, the Commission, in 
accordance with such rules and regula- 
tions as it may prescribe, shall admit 
as a party any interested state, state 
Commission, state securities commis- 
sion, municipality, or other political 
subdivision of a state, and may admit 
as a party any representative of in- 
terested consumers or security holders, 
or any other person whose participa- 
tion in the proceedings may be in the 
public interest or for the protection 
of investors or consumers.” 

Rule XVII of our Rules of Practice 
(as it read at the date of the filing of 
the application for intervention) pro- 
vided : 

“Any interested representative, 
agency, authority, or instrumentality 
of the United States, and any inter- 
ested state, state Commission, state 
securities commission, municipality, or 
other political subdivision of a state, 
shall be permitted to intervene in any 
proceeding upon written request. Any 
other person may be permitted to in- 
tervene in any proceeding upon writ- 
ten application to the Commission 
showing that he possesses or represents 
a legitimate interest which is or may 
be inadequately represented in such 
proceeding, but no person will be per- 
mitted to intervene if after examina- 
tion the Commission finds that, for 
any reason his participation 
in the proceeding would not be in the 
public interest, or for the protection 
of investors or, in a proceeding under 
the Public Utility Holding Company 
Ac. of 1935, for the protection of con- 





‘Paragraph (c) of Rule XVII (as. it then 
tread) stated that “Upon request by any party 
or by counsel for the Commission, the trial 
examiner or the Commission may for good 
cause shown order the applicant to submit him- 
self for examination with respect to his ap- 
plication.” 


5 He has filed the same brief, with appropri- 
ate changes in the title, in another proceeding 
now pending before the Commission, the appli- 
cation by Engineers Public Service Company 
to solicit tenders of 25,000 shares of its out- 
standing preferred stock. See File No. 70- 


453. 
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sumers. Intervention shall be subject 
to such terms and conditions as the 
Commission may prescribe. 4 

As indicated above, Okin asserts 
that his interest in this proceeding de- 
rives from the 7,000 shares of com- 
mon stock he owned on March 23, 
1942, the date of his application. The 
interest of a stockholder as such, how- 
ever, is of itself normally insufficient 
as a basis for intervention in proceed- 
ings to which the company is a party. 
Austin v. Garard (1932) 61 F(2d) 
129. We may also note that although 
Okin became a stockholder prior to 
the time the declaration of Electric 
Bond and Share Company was set 
down for hearing and was admittedly 
aware of the filing of the declaration 
and the pendency of the proceeding, 
he made no attempt to intervene or 
otherwise to participate in the hearing 
held in January, 1942.° 

For purposes of clarity we shall at- 
tempt to present Okin’s testimony at 
his examination in an organized fash- 
ion, although the prolixities and irrel- 
evancies in which he indulged have 
made this a task of some difficulty. 
Okin’s basic contentions appear to be 
that, in the absence of total dissolu- 
tion and liquidation, the preferred 
stock has no claim on corporate as- 
sets, that a corporation cannot make 
and the Commission cannot approve 
or direct a pro rata liquidating divi- 
dend to preferred stockholders, and 
that the Commission cannot prevent a 
corporation from purchasing its pre- 
ferred stock by soliciting tenders or in 
the market. The validity of these 


contentions is not, of course, in issue 
here. The only issue before us is the 
merit or lack of merit in the applica. 
tion to intervene. 

Inasmuch as Electric Bond and 
Share Company has applied for av. 
thority to acquire its preferred stock 
a proposal in accord with Okin’s posi. 
tion, it is necessary to explore the 
basis for his claim that the company 
will not adequately represent his in. 
terests. His contention in this regard 
is predicated on the alleged failur 
of Samuel W. Murphy, the company’ 
president, in a prior proceeding to ex. 
press with sufficient force or fullnes 
what Okin regards as the legal objec 
tions to a pro rata distribution of a 
sets to preferred stockholders. 

In his affidavit, Okin unqualified); 
charged Murphy with having mat 
“misstatements” in testimony given by 
Murphy in proceedings before th 
Commission. On examination Oki 
testified that the “misstatements” to 
which he referred in his affidavit wer 
not false or inaccurate statements, but 
were merely Murphy’s “misconception 
of what the law permitted corporz- 
tions and management to do with the 
assets of a company” in respect of a 
pro rata distribution to preferred 
stockholders. The record shows that 
Murphy did advert in general term 
to obstacles in the way of a pro rata 
distribution and that Walker, a vic 
president and director of the company, 
specifically referred to the legal objec 
tions and to the difficulties in the way 
of overcoming them, and on one point 





8 All of Okin’s holdings have been acquired 
since early in December, 1941, at an average 
of approximately $1 per share. He acquired 
3,000 or 3,500 of these shares subsequent to 
our findings, opinion, and order of February 
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20, 1942, 42 PUR(NS) 299, to which his ob 
jections are primarily directed, and an at 
ditional 1,000 shares between the dates of the 
filing of his affidavit and his examination. 
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was corroborated on the record by 
counsel to the company. 

Okin has admitted that Walker 
made these points perfectly clear and 
that he agreed generally with Walk- 
er’s position that the Commission 
should permit the proposed market 
purchasers. Nevertheless, Okin in- 
sists that Murphy’s testimony formed 
the basis for that portion of our opin- 
ion and order of February 20th which 
suggested that the company formulate 
a plan for the distribution of assets to 
the preferred stockholders. The opin- 
ion, of course, was based on the en- 
tire record in the proceeding and 
speaks for itself. The point at issue 
here is whether Okin’s interest was 
adequately represented by the compa- 
ny, and we find nothing in the record 
to show that it was not. 

Okin has also leveled serious accu- 
sations against counsel for the Public 
Utilities Division, charging them with 
antagonism and bias against the views 
he has stated. But although Okin’s 
charges have been made in ad hom- 
inem terms, and although the nature 
of the charges has compelled us to 
consider them with great care, we are 
convinced from the record and Okin’s 
testimony that they are entirely base- 
less and arise wholly out of Okin’s dis- 
agreement with the legal position ad- 
vanced by the Division. 

At the conclusion of Okin’s exami- 
nation, he was permitted to make a 
Statement at his own request. He 
spoke for a half hour with no interrup- 
tion. Counsel for Electric Bond and 
Share then moved to strike the state- 
ment as irrelevant and otherwise ob- 
Jectionable. The motion was granted 
by the trial examiner. In addition 
Okin sought to call counsel for the 
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Public Utilities Division as a witness 
in support of his application but, on 
objection, this request was denied by 
the trial examiner. Okin requested 
a review of these two rulings. Both 
rulings, we find, were correct. Okin’s 
statement was extremely verbose, rep- 
etitious, and to a large extent irrele- 
vant to the issues raised by his appli- 
cation. His request to examine coun- 
sel for the Public Utilities Division 
was based on a complete misunder- 
standing or disregard of the purpose 
and scope of the examination, which 
was to inquire into the nature of 
Okin’s interest in this proceeding. We 
therefore affirm the rulings of the trial 
examiner. 

Upon the record herein we cannot 
find that Okin possesses a legitimate 
interest which is or may be inad- 
equately represented in the proceeding, 
and his application for intervention 
will accordingly be denied. Our gen- 
eral policy in respect of these applica- 
tions has been to permit stockholders 
limited participation in the proceed- 
ing and the right to present their 
views to the Commission.” Although 
there are good reasons for questioning 
whether under the facts presented 
here, applicant merits even that right, 
we are reluctant to depart from the 
policy which we have followed gener- 
ally and we have decided to permit 
Okin to participate in any future hear- 
ings in this proceeding to the limited 
extent indicated in our order herein. 
Our order will permit him to intro- 
duce evidence, cross-examine witness- 
es, submit requests for specific find- 
ings, and file briefs in any future 





7 That policy has been recently incorporated 
into Rule XVII. See Holding Company Act 
Release No. 3512, May 8, 1942. 
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hearing in this proceeding, in so far 
as such evidence, examination, re- 
quests for findings and briefs are 
competent, relevant, and material to 
the issues involved. However, Okin’s 
conduct, as revealed by the record, his 
irrepressible tendency toward ir- 
relevancy, his irresponsible and un- 
substantiated statement in his affidavit 
charging the company’s president 
with “misstatements,” and his wholly 
unwarranted personal attack on coun- 
sel for the Division prompt us to add 
a proviso to our order authoriz- 
ing the trial examiner, in his discre- 
tion, to exclude Okin from any fur- 
ther participation in any hearing here- 
in or the entire proceeding if he fails 
to conduct himself properly, if he per- 
sists in any undue prolixity, or if at 
any time he refuses to confine himself 
to the issues in the proceeding. 


ORDER 


An application for leave to inter- 
vene herein pursuant to Rule XVII 
of the Rules of Practice of the Securi- 
ties and Exchange Commission hav- 
ing been filed on March 24, 1942, by 
Samuel Okin, then the owner of 7,000 
shares of common stock of the Elec- 
tric Bond and Share Company; the 
Commission having on April 8, 1942, 
ordered the applicant, Samuel Okin, 
to submit himself for examination 
pursuant to Rule XVII (c) of the said 
Rules of Practice; hearings having 
been held before a trial examiner at 
which the applicant was so examined; 
and the applicant having filed a brief 


and other documents in support of his 
application ; and 

The applicant, Samuel Okin, having 
requested the Commission to review 
two rulings of the trial examiner a; 
more fully set forth in the Commis. 
sion’s opinion this day issued; and 

The Commission having duly con. 
sidered the entire record in this pro. 
ceeding and the briefs of the applicant, 
being fully advised in the premises, 
and having this day issued its opinion: 

It is ordered that the said ruling 
of the trial examiner be, and they here. 
by are, affirmed; 

It is further ordered that appl: 
cation for leave to intervene be, and 
the same hereby is, denied; 

It is further ordered that the ap 
plicant, Samuel Okin, shall be, ani 
he hereby is, permitted to participat 
in any future hearing in this proceed: 
ing to the extent of introducing ev: 
dence, cross-examining witnesses, sub 
mitting requests for specific finding, 
and filing briefs, in so far as such ev: 
dence, examination, requests for find: 
ings and briefs are competent, rele 
vant, and material to the issues in 
volved ; 

Provided that the trial examiner 
this proceeding may in his discretion 
partially or completely exclude the ap 
plicant from further participation i 
any hearing herein or the entire pro 
ceeding if, in his opinion, the applicart 
at any time fails to conduct himsel 
properly, persists in any undue prolix- 
ity, or refuses to confine himself to tht 
issues in the proceeding. 
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TOWNSHIP OF BLACKLICK v. MARIE WATER CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Township of Blacklick et al. 


Marie Water Company 


[Complaint Docket No. 13471.] 


Discrimination, § 20 — Exchange of service for operation of facilities. 
1. An exchange of operation of facilities for service, pursuant to which a 
water company’s well supply and pumping facilities are maintained by a 
large coal company customer and electric power and labor to operate pumps 
are furnished by the coal company and at its expense, in return for which 
the water company furnishes water at a nominal flat rate charge per month, 
is in violation of the Public Utility Law and must be discontinued, p. 40. 


Rates, § 267 — Meter basis — Industrial use. 


2. All water used by a coal company from a water company’s facilities 
should be on a meter-rate basis instead of a nominal flat rate charge per 
month in consideration of an exchange of operation of facilities for service, 
p. 40. 

Service, § 482 — Water utility — Classes of consumers — Inadequacy of supply. 
3. A water company should not furnish water service to any consumer for 
industrial use at any time when, by reason of lack of water in its facilities, 
the company’s service is not being made adequately available for use by 
any consumer of other classes, even though a curtailment of service to such 
industry would be detrimental to all parties dependent upon successful opera- 
tion of the industry in the community, in view of the greater importance of 
water for domestic uses, p. 42. 

Service, § 142 — Duty to serve — Effect of poverty. 

4. A plea of poverty cannot relieve a water utility of its obligation to provide 
adequate service to the public, p. 42. 
[July 13, 1942.] 


C OMPLAINT against adequacy of water service; sustained and 
improvements ordered. 
¥ 


By the Commission: In this pro- financial inability to provide adequate 


ceeding it is alleged generally that the 
water supply service rendered by 
Marie Water Company to consumers 
in the village of Twin Rocks and vi- 
cinity, Blacklick township, Cambria 
county, is inadequate. Respondent 
admits the allegation and avers its 


service. The initial hearing in the 
proceeding was held March 25, 1941. 
On May 27, 1941, the Commission is- 
sued the following order: 

“1. That the complaint regarding 
inadequate service be and is hereby 
sustained. 
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“2. That Marie Water Company, 
respondent, forthwith file plans with 
the Public Utility Commission and 
take the necessary stops to enable it 
to provide adequate service and to put 
its facilities in a state of good repair 
and maintenance. 

“3. That Marie Water Company, 
respondent, is directed to seek an ade- 
quate water supply, which is suitable 
and proper for domestic consumption. 

“4, That Marie Water Company, 
on December 31, 1941, make a full 
and complete report to the Commis- 
sion, setting forth all pertinent infor- 
mation with respect to its activities 
and compliance with this order and 
the results of its operations during 
the intervening period.” 

Marie Water Company furnishes 
public water supply service in Twin 
Rocks including Big Bend and Solder- 
ville. This community in Blacklick 
township, Cambria county, has a pop- 
ulation of about 1,000 persons who 
are dependent mainly on the coal-min- 
ing industry for a livelihood. In past 
years several coal mines were in oper- 
ation in the vicinity, but all have 
ceased operations except one. The 
population of Twin Rocks, like many 
coal-mining communities in this area, 
has shown a decline over the past few 
years and the water company’s rev- 
enues have declined accordingly. 


Marie Water Company’s sources of 


supply are: (1) the upland gravity 
sources consisting of springs and a 
1,500,000-gallon impounding reser- 
voir supplied by a small stream, and 
(2) a deep well as Blacklick creek, 
which well is used to augment the 
water supply when the upland sources 
are insufficient to meet the needs of 
45 PUR(NS) 


the community, particularly during 
the summer. 

Big Bend Coal Company, the sole 
surviving coal-mining industry in the 
community, obtains water for its in- 
dustrial purposes, including coal wash- 
ing from the water company. The 
coal company has no water storage 
facilities of its own and takes water 
directly from the water company’s sys- 
tem at whatever rate it uses water, 
The coal company’s plant where it 
uses the water is near the water com- 
pany’s well. Although its plant is 
also near Blacklick creek, there are 
no normal arrangements for the use 
of creek water in its coal mining and 
processing operations. In an emer- 
gency the coal company does pump 
water for its use from the creek, but 
the creek water without treatment se- 
verely corrodes the coal company’s 
coal-washing facilities, 

[1, 2] The water company’s well 
supply and pumping facilities are 
maintained by the coal company, and 
the electric power and the labor to op- 
erate the pumps are furnished by the 
coal company at its expense. In re- 
turn for this the water company 1s 
furnishing water to the coal company 
at a nominal flat-rate charge of $20 
per month. The actual quantity of 
water used by the coal company is ur- 
known. Apparently it is relatively 
large since, at times during working 
hours throughout the summer, the 
coal company uses the combined out- 
put of the upland sources and the well. 
At such times the other consumers 
can obtain little or no water from the 
waterworks system and remain with- 
out water until the coal company’s ust 
of water is discontinued for the day, 
after which time the well water is 
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pumped directly into the water com- 
pany’s mains for use of the other con- 
sumers. This situation is physically 
possible and occurs because the other 
consumers are at higher elevations 
than the coal company. It is our opin- 
ion that this manner of exchange of 
operation of facilities for service is in 
violation of the Public Utility Law 
and must be discontinued and, fur- 
ther, that all water used by the coal 
company from the water company’s 
facilities should be on a meter-rate 
basis. 

By its order of May 27, 1941, the 
Commission sustained the complaint 
and directed Marie Water Company 
to take the necessary steps to put its 
| facilities in a state of good repair and 
maintenance and to provide adequate 
service; and also directed the water 
company to seek an adequate water 
supply. The only evidence of compli- 
ance with the order is a statement sub- 
mitted by the respondent to the Com- 
mission on March 16, 1942, that the 
water company in 1941 expended 
$891 for repairs to eliminate or effec- 
tively reduce waste of water through 
distribution mains and leakage from 
the storage reservoir. A part of that 
same statement is to the effect that it 
is not feasible for the water company 
to obtain additional suitable water 
supply from any of the other possible 
sources known to it because they are 
too far away. 

The underlying causes out of which 
this complaint arises appear to be the 
admitted lack of capacity and efficient 
operation of the water company’s fa- 
cilities to furnish water service con- 
tinuously and in sufficient quantity at 
times of peak demand for both the 
coal company and the other consum- 


ers, particularly during the summer. 
Storage capacity of the present res- 
ervoir could be somewhat increased 
at a cost of several thousand dollars 
but we are not convinced that such ad- 
ditional storage capacity would pro- 
vide sufficient water for the present 
manner and extent of operation and 
use. Additional storage capacity 
might be provided by the construction 
of an additional impounding reservoir 
near the existing Shiffer reservoir at 
an increased cost of service to the con- 
sumer. Respondent’s statement, that 
it is financially unable to provide 
major additions or improvements, is 
unrefuted. 


It appears that respondent’s water 
service (the only presently available 
public supply of water suitable for use 
at the residences, stores, hotel, and 
school in Twin Rocks) is now subject 
to first call by the coal company for its 


relatively large use for its coal-mining 
industry, for which respondent’s po- 
table water is certainly not as essential 
as it is for domestic uses; and at times 
all other consumers are without this 
essential water service for the reason 
that the coal company uses all of the 
water from the water company’s dis- 
tribution system. 

Under such circumstances, consid- 
eration should be given to the making 
of some reasonable and proper ar- 
rangements whereby the consumers 
other than the coal company shall have 
first call on water service from the wa- 
ter company’s present facilities. If re- 
spondent would fail to furnish suff- 
cient water for all, this might result 
in the necessity for the water company 
to limit or regulate the taking of wa- 
ter by the coal company from the wa- 
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ter company’s present facilities or for 
the coal company to provide other 
means of its own to obtain a part or 
all of the water for its coal mining in- 
dustrial uses. 

[8, 4] Further hearing was held 
on June 18, 1942, for the specified 
purpose of taking evidence pertinent to 
the question, whether or not the wa- 
ter company shall so regulate, restrict, 
or eliminate water service for coal- 
mining industrial use, that all of the 
water company’s water service will be 
first available to other classes of users. 
The evidence produced is to the effect 
that any curtailment of the water com- 
pany’s service to Big Bend Coal Com- 
pany would be detrimental to all par- 
ties concerned for the reasons that the 
use by the coal company of the corro- 
sive creek water, which is the only oth- 
er available water, deteriorates its fa- 
cilities and equipment, and that the 
successful and efficient operation of 
the coal company is vitally essential to 
the community ; but the evidence fails 
to disprove, even in this particular in- 
stance and with the special importance 
of the industry in the community, that 
water for domestic uses is of the great- 
er importance, and that domestic con- 
sumers should have first call upon the 
potable public water supply. 

However, we are convinced that, 
with proper efficient operation and 
maintenance of respondent’s facilities 
with such minor improvements as will 
provide best utilization, respondent 
may be able to continuously and ade- 
quately furnish the essential water 
service to both the coal company and all 
other consumers, with the possible ex- 
ception of periods of extreme circum- 
stances. We have in mind that, to 
efficiently operate its facilities, the wa- 
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ter company should see to it among 
other proper things: (1) That its well 
or wells are operated to the greatest 
possible capacity whenever the gravity 
sources are not full to overflowing, 
(2) that leakage and waste of its wa. 
ter is reduced as far as reasonably pos- 
sible, (3) that, in any instance of 
large or excessive use of water, its 
service shall be on meter-rate basis, 
and (4) that its collections for service 
rendered are made promptly when due, 
in order to provide necessary funds 
for proper operation. 

Although respondent may be lack. 
ing in its financial ability, a plea of 
poverty cannot relieve the utility of 
its obligations to provide adequate 
service to the public; therefore, 

Now, to wit, July 13, 1942, it is or- 
dered: 

1. That the complaint regarding in- 
adequate service be and is hereby sus- 
tained. 

2. That Marie Water Company, re- 
spondent, shall forthwith and _ here- 
after take the necessary further steps 
to provide adequate service and to 
maintain its facilities in a state of good 
repair and efficient operation. 

3. That Marie Water Company, 
respondent, shall forthwith install and 
maintain at the expense of the water 
company, a meter or meters to meas- 
ure the quantity of water furnished 
to Big Bend Coal Company on meter: 
rate basis, and shall thereafter charge 
for the service rendered in accordance 
with its legally established tariff rates, 
as they shall be on file with the Com- 
mission. 

4. That Marie Water Company, 
respondent, shall not furnish water 
service to any consumer for industrial 
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or coal-mining use at any time when, service is not being made adequately 
by reason of lack of water in its fa- available for use by any consumer of 
cilities, the water company’s water the other classes. 
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Mrs. Sarah Elias 


Fayette County Gas Company 


[Informal Complaint Docket No. 14415.] 


Service, § 338 — Gas pressure — Rule — Application. 
1. A Commission rule requiring each natural gas utility to maintain at 
the consumer’s meter outlet a specified gas pressure does not indicate that 
it applies to service from any particular pipe line whether the line be called 
a field, well, collecting, supply, transmission, or distribution line, p. 44. 

Service, § 117 — Duty to serve — Consumers along gas lines. 
2. A natural gas company is obligated to render service to consumers along 
its pipe lines, p. 45. 

Service, § 188 — Duty to pay for gas connection — Crossing of highway. 
3. A natural gas company cannot avoid the obligation to pay the cost of 
installing a utility facility because a service line from its main must cross 
a highway, p. 45. 

Service, § 163 — Company rules — Filing — Effect. 
4. Rules filed with the Commission by a public utility company, but which 
have never received Commission approval, are not binding upon the Com- 
mission when in violation of a Commission regulation, p. 45. 

Discrimination, § 202 — Service — Installation. 
5. The practice of a gas company of installing regulators, distribution pipes, 
and service lines for service to some consumers, while refusing to install 
a service line or any regulating equipment for an applicant for service, is 
discriminatory, p. 46. 

Service, § 184 — Extension — Unprofitableness. 
6. The fact that a gas service extension from a main to serve a new cus- 
tomer would be unprofitable is not controlling on the question whether a 
gas utility should be ordered to make the extension, p. 48. 


[June 16, 1942. Rehearing denied July 1, 1942.] 
OMPLAINT against refusal of gas company to install service 
¢: line from transmission main; service ordered. Petition for 
rehearing and order in the nature of a supersedeas staying and 
postponing enforcement of order denied July 1, 1942. 
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By the Commission: Respondent, 
a Pennsylvania public utility with 
charter rights to serve the public in 
the place where complainant resides, 
has a high-pressure transmission line 
located in the highway opposite com- 
plainant’s property and refuses to in- 
stall a service line from that pipe line 
across said highway to complainant’s 
property and install regulating equip- 
ment thereon to reduce the pressure 
to that necessary for domestic uses. 

Complainant owns two properties, 
both located along the eastern side of 
State Highway Route No. 119 lead- 
ing from Connellsville to Uniontown 
near Dunbar, Fayette county, in 
which gas service is desired for cook- 
ing, water, and space-heating purpos- 
es. One is a dwelling house in which 
complainant resides and in which she 
also operates a restaurant and sells 
liquor under a bar license. That 
property is located approximately 464 
feet southwest of a smaller building 
owned by complainant and occupied by 
a tenant in which a lunchroom is op- 
erated. The buildings are located on 
the opposite side of the highway from 
the location of respondent’s 8-inch 
high-pressure gas line. 

It appears from respondent’s Ex- 
hibit No. 2 that the 8-inch high-pres- 
sure line is located under the paved 
portion of the highway directly oppo- 
site the lunchroom property and if the 
connection were made there it would 
require a service line less than 45 feet 
long from the company’s main to the 
edge of the highway right of way; 
however, if the proposed connection 
were moved southwestwardly approxi- 
mately 50 feet the 8-inch line would be 
no longer under the paved highway 
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and the service line then would be 45 
feet long. 

The issues here concern laying a 
service line across the highway and 
the installation of a regulator. Com- 
plainant believes as she understands 
Commission and court decisions con- 
cerning the installation of a service 
line across the highway and the instal- 
lation of regulating equipment that 
those facilities should be installed by 
and at the cost of the utility. Re 
spondent takes the position that the 
installation of those facilities in this 
case, since service is taken from a 
high-pressure transmission line, should 
be borne by the consumer. 

[1] The Commission, in Complaint 
Docket No. 13612, Parrett v. United 
Nat. Gas Co. (1942) 42 PUR(NS) 
296, 298, with reference to Circular 
No. 9-A, a part of this record, stat- 
ed that: 

“On April 9, 1914, the Commission 
adopted Circular No. 9A and, on De- 
cember 13, 1920, an amendment there- 
to. In that circular it is stipulated 
that: ‘Each utility furnishing natural 
gas shall maintain at the consumer's 
meter outlet a gas pressure of not less 
than 14 inches, nor more than 14 
inches of water pressure. 
thus indicating that it is the respond 
ent’s obligation to render service at 
the outlet side of the consumer’s me- 
ter within the pressure ranges therein 
indicated.” 

It is to be noted that Commission 
Circular No. 9-A does not indicate 
that it applies to service from any par- 
ticular pipe line, whether the line be 
called a field, well, collecting, supply, 
transmission or distribution line. Ac- 
cordingly, even though respondent ar- 
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guess to the contrary in its brief, it can- 
not be assumed that the circular cov- 
ers only such lines as respondent might 
assume. 

[2] As to the respondent’s obliga- 
tion to render gas service to consum- 
ers along its pipe lines, the Natural 
Gas Act of May 29, 1885, so provides 
and since “respondent is authorized to 
operate in the territory where com- 
plainant resides that right covers a 
privilege and also imposes an obliga- 
tion upon the company to render prop- 
er service in compliance with law and 
regulations adopted by the Commis- 
sion. The obligation to render serv- 
ice under the Natural Gas Act appears 
to be mandatory.” Parrett v. United 
Nat. Gas Co. supra, at p. 297. Refer- 
ence is also made in that decision to 
Mathias v. Pennsylvania Gas Co. 
(1923) 6 Pa PSC 530 wherein spe- 
cific reference is made as to the re- 


sponsibility of that company to render 


service along its pipe lines. That de- 
cision in so far as it relates to consum- 
er service was affirmed on October 13, 
1924, by the superior court at Penn- 
sylvania Gas Co. v. Public Service 
Commission, 83 Pa Super Ct 557. 

[3] With reference to respondent’s 
contention that it should not be com- 
pelled to lay the service line from a 
connection to its main across the high- 
way to the property line of respond- 
ent, it appears that the Commission, in 
Complaint Docket No. 451, Hayes v. 
Panther Valley Water Co. 2 Pa PSC 
1133, PUR1917E 217, definitely ruled 
that it is the company’s obligation to 
install service lines within a highway. 
That decision was appealed from and 
the superior court of Pennsylvania at 
B 70 Pa Super Ct 8 affirmed the Com- 
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mission’s findings on July 10, 1918, 
stating : 

“The utility company, not the con- 
sumer, has the right to open and oc- 
cupy the street. Pipes laid in the cart- 
way should be the property of the util- 
ity that there might be no question as 
to the responsibility in case of lack of 
proper care and attention to such serv- 
ice lines. The mains are usually laid 
on one side of the cartway, and if the 
consumer was to pay for the service 
line from the main to the property 
line the consumer nearest the main 
would have a decided advantage as to 
a charge over the consumer on the op- 
posite side of the street. The ques- 
tion has been discussed at length in a 
number of cases. They have uniform- 
ly held that service pipes from the 
main to the curb line should be installed 
by the company: Janesville v. Janes- 
ville Water Co. (1911) 7 Wis RCR 
628 ; Consumers’ Co. v. Hatch (1912) 
224 US 148, 56 L ed 703, 32 S Ct 
465.” 


No mention is made in that decision 
as to whether the service line must be 
attached to any particular pipe line nor 
does it mention whether the pipe line 
must be laid within an urban or rural 
district. It appears, therefore, that 
respondent is requesting the consum- 
er in violation of Commission and 
court decisions to pay the cost of in- 
stalling a utility facility that should be 
paid for by the utility. 

[4] Respondent made part of this 
record certain of its rules covering 
service from its high-pressure trans- 
mission lines and, while such rules 
make it mandatory for the consumer 
to pay for installation of certain fa- 
cilities to bring the pressure within 
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the ranges stipulated in Commission’s 
Circular No. 9-A, the rules to which 
respondent refers, although on file 
with the Commission, have never re- 
ceived Commission approval and as 
the Commission stated in Parrett v. 
United Nat. Gas Co. supra, 42 PUR 
(NS) at pp. 298, 299, where that 
company had no rule: 

7 even though it had a pub- 
lished rule covering such costs, it 
would not be binding upon the Com- 
mission since it appears to be in viola- 
tion of a Commission regulation 
adopted in 1914 and likewise even 
though it has been and still is the prac- 
tice of the company to require the con- 
sumer to bear the expense of installing 
a regulator. Such practice, when in 


violation of an established principle 
by the Commission, cannot be con- 
strued as controlling and thus nullify 
the principle established by the Com- 


mission in Circular No. 9—A, no more 
so than was the established practice 
supported by published rules of many 
utilities in the past that required the 
installation of service lines from the 
main to the curb and likewise that me- 
ters be installed at the consumer’s ex- 
pense. Those rules and practices 
were outlawed by Commission deci- 
sions and supported by the appellate 
courts. Even though the Commission 
had established the principle covering 
the installation of service lines and 
meters, it appears that some companies 
failed to abide by the Commission’s 
findings for some time subsequent to 
the Commission’s first determination 
and, in clarifying that principle as it 
related to installation of meters, the 
Commission in Bliss v. Springfield 
Consol. Water Co. 3 Pa PSC 1195, 
PURI9I19E 176, stated: 
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“*The complainant’s charge that the 
Springfield Consolidated Water Com. 
pany does not comply with the order 
of the Commission as to the installa. 
tion of meters and as to the rate to be 
charged these complainants pending 
the installation of the meter. 

“*The Commission in its order re. 
quired the respondent to install me. 
ters for the complainants at its ex. 
pense. The complainants contend that 
under this order the respondent should 
pay all of the expenses incurred in the 
installation, including the cost of any 
valves or any alterations necessary in 
the interior piping in order to accom. 
modate the meter. By _ installation 
the Commission meant the setting of 
the meter, that is, the insertion of the 
same into the pipe. The piping, with 
the necessary valves for control and 
operation form part of the interior 
plumbing. Any work necessary to ar- 
range the pipe for the installation of 
the meter and the necessary valves or 
cocks should be at the expense of the 
patron or property owner. This is 
not included in the installation of a 
meter in accordance with the order of 
the Commission.’ 

“To assume the Commission intend- 
ed Regulation No. 9-A was to apply 
only to distribution systems would be 
reading into that stipulation a cond:- 
tion that gave preference to a consum- 
er residing along a low-pressure pipe 
line although both consumers are 
served at the same rate. The gas pres- 
sure in a pipe line is not the control- 
ling factor to determine whether a 
consumer should be supplied from a 
certain pipe line. - 

[5] In rendering gas service to 
some consumers respondent installs 
district regulators and, likewise, dis- 
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tribution pipe, service lines, etc., 
whereas in the present complaint re- 
spondent is not even willing to install 
so much as a service line or any regu- 
lating equipment and yet would apply 
the same rates to complainant as it 
does to consumers that make no capi- 
tal investment that the utility should 
install. Certainly that would appear 
to be discrimination against consum- 
ers comparable to the present com- 
plainant. 

Respondent’s brief shows apprehen- 
sion if the Parrett Case, supra, is to 
prevail that consumers have the right 
‘justly to complain of discrimination 
and possibly to insist on reparation. 
This proceeding arises from complain- 
ant’s believing discrimination in the 
way of installing fixed capital by re- 
spondent to render gas service to cer- 
tain consumers based upon their loca- 
tion. However, the brief does not 
state whether the reparation would be 
on the refund of fixed capital invested 
by the consumer for property that the 
utility should have installed or wheth- 
er it would be based upon the rates 
charged by respondent for gas serv- 
ice to consumers such as the complain- 
ant who paid the same rates as con- 
sumers who made no capital invest- 
ment for property that respondent 
should have installed. 

With respect to respondent’s argu- 
ment on probable reparations to con- 
sumers who have paid for facilities 
that should have been installed by the 
utility, the Commission held in Com- 
plaint Docket No. 5075, Logan Land 
Co. v. York Water Co. (1922) 6 Pa 
PSC 60, PUR1923A 185, there is no 
provision of the Public Service Com- 
pany Law which authorizes the Com- 
mission to order the respondent to re- 


imburse the complainant for costs in- 
curred by him in doing that which at 
the most was within the duty of re- 
spondent to perform. Also, in Com- 
plaint Docket No. 4256, Lundy v. 
Pottsville Water Co. 5 Pa PSC 597, 
PUR1921D 760, the Commission or- 
dered respondent to repair facilities 
installed by consumers that should 
have been installed by respondent. 
That order was sustained by the Penn- 
sylvania Superior Court (1921) 78 
Pa Super Ct 56, 66, where it held that: 
“It is of no moment that these serv- 
ice pipes may have been originally laid 
by or at the expense of the consumers 
and are not the property of the water 
company for rate-making purposes: 
Beaver Valley Water Co. v. Public 
Service Commission (1921) 76 Pa 
Super Ct 255, 264. Apart from their 
connection with the company’s mains, 
they are of no practical value and in 
so far as the company is required by 
this order of the Commission to re- 
place or renew these service lines, it is 
a capital charge for which it is enti- 
tled to consideration on any valuation 
of its property. The order of the 
Commission simply holds that it is for 
the best interests of the public that the 
company which has the right to open 
the streets and lay pipes for the supply 
of water to the public should have con- 
trol of the connections and service 
pipes from the mains to the curb line 
and should be responsible for their re- 
pair and maintenance in good order,” 
and in Complaint Docket No. 5563, 
Water Protest Committee v. York 
Water Co. 6 Pa PSC 675, PUR1924C 
680, the Commission held that the 
obligation to maintain and replace the 
pipes in question is the responsibility 
of the utility. It appears, therefore, 
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that the probability of reparations of 
fixed capital costs by the consumers 
who installed facilities at their ex- 
pense, which should have been installed 
by the utility, has been decided by the 
Commission many years ago and, like- 
wise, the utility’s responsibility for 
the maintenance and repair of such 
facilities is the burden of the utility. 
[6] Respondent attempts to show 
that the average cost of a service line 
to other consumers is $14 to $15 as 
compared to its estimate of $97.03 to 
install the necessary facilities to satis- 
fy this complaint. Respondent, how- 
ever, fails to show the capital cost in 
other facilities used to render service 
to those consumers where the $14 and 
$15 service lines are installed and thus 
disclose the total capital cost in facili- 
ties to render service to those consum- 
ers. Such costs would show whether 
there is discrimination in capital in- 
vestment to consumers as complainant 
who pays the same rates for service 
that other consumers do where those 
consumers make no such capital instal- 
lations as respondent would have com- 
plainant install. The total cost of ren- 
dering gas service to complainant, ex- 
clusive of meters, as stated before is 
$97.03, detailed as follows: 
Cost of 45 feet of pipe 
Highway permit 
High-pressure regulator 
Low-pressure regulator 


Installing regulator 
Cost of regulator box 


That is all the capital cost necessary, 
exclusive of meters, to satisfy this 


complaint. Nowhere in the record 
does respondent show that the total 
cost of installing the service line, reg- 
ulating and metering equipment ex- 
ceed the capital cost it has made to 
serve other individual consumers, i. e., 
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not only the capital investment in sery. 
ice lines, regulating and meter equip. 
ment but all capital costs made for 
rendering such service and, therefore 
no evidence to indicate that the serv. 
ice to the complainant would be up. 
profitable and even if the evidence » 
indicated it would not be controlling 
since, as the Commission stated in 
Complaint Docket No. 11582, Juba y, 
Scranton-Spring Brook Water Serv. 
ice Co. (1939) 31 PUR(NS) 35, 3: 

“Further, while the evidence ind. 
cates that the desired extension wil 
not prove immediately profitable 
there has been no showing by the con. 
pany that it will result in confiscation 
of its property nor has it at: 
tempted to show by the relation whic 
the desired extension bears to its to 
tal business that a burdensome cond: 
tion amounting to confiscation would 
result.” 

“In the case of Philadelphia Rurd 
Transit Co. v. Public Service Con- 
mission (1931) 103 Pa Super Ct 256, 
261, 158 Atl 589, the court stated: 
‘In proper cases an extension may bk 
ordered though the immediate result 
of the expansion may entail financial 
loss to the company: Sherman v. Pub- 
lic Service Commission, 90 Pa Super 
Ct 523, PUR1927D 11. A public 
service corporation may not “pick and 
choose” only presently profitable ter- 
ritory covered by its franchise. Ifa 
portion of the territory served is not 
profitable, but the entire service pro- 
duces a fair return on the investment, 
the utility may still be required to 
serve the unprofitable portion, if the 
rendering of such service does not re: 
sult in an unreasonable burden on its 
other service.’” 
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On June 4, 1942, respondent filed 
with us a petition for further hearing 
in this proceeding. In its petition re- 
spondent states that a hearing was 
held on April 7, 1942, that the record 
of the testimony was filed April 30, 
1942, and that respondent has filed its 
brief in this proceeding. Respondent 
further states that in order to complete 
its case and to introduce evidence that 
the cost of rendering service to the 
complainant is prohibitive and results 
in an inadequate and unreasonable 
rate of return to respondent, a reopen- 
ing of the record is desired so as to 
permit respondent the opportunity to 
present additional evidence. 

The record shows that at the close 
of the hearing held April 7, 1942, re- 
spondent rested, that the testimony 
was concluded and that a brief was to 
be filed by respondent. Such brief 
was filed on May 14, 1942. A careful 
review of the record fails to disclose 
any useful purpose being served by a 
reopening of this proceeding. Re- 
spondent rested its case and filed its 
brief, and the record is replete with 
sufficient data for us to form a conclu- 
sion. Accordingly, the prayer of the 
petition for further hearing will be 
denied. 


In view of all of the foregoing it 
appears that the request for service 
will be of benefit to the public and that 
respondent is attempting to have com- 
plainant pay for facilities that should 
be installed by the utility, maintained 


by it and be wholly under its control ; 
therefore, 

Now, to wit, June 16, 1942, it is 
ordered: 

1. That the petition filed June 4, 
1942, for further hearing be and is 
hereby denied. 

2. That the complaint be and is 
hereby sustained. 

3. That respondent, within thirty 
days of receipt of this order, at its 
own cost and expense, furnish, install, 
and maintain the necessary gas serv- 
ice line, together with all regulator 
equipment and meter, and furnish gas 
service to complainant at the herein- 
before described location. 

4. That respondent cease and desist 
from charging an applicant or a con- 
sumer for the installation of a service 
line in a public highway. 

5. That respondent, in the present 
complaint and henceforth, furnish and 
install at its expense all regulating 
equipment necessary to render serv- 
ice as required in Circular No. 9-A. 

6. That respondent in the present 
complaint, and henceforth, furnish 
and install at its expense all service 
lines in a public highway. 

7. That respondent file, within ten 
days of the receipt of this order, a sup- 
plement to its rules and regulations, 
canceling its tariff rules made part of 
this record identified as respondent’s 
Exhibit No. 3, Supplement No. 1 to 
Gas-Pa. P. U. C. No. 4, First Re- 
vised Leaf No. 21 canceling Original 
Leaf No. 21. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Potomac Electric Power Company et al. 


[File No. 70-527, Release No. 3634.] 


Security issues, § 44.1 — Authorization by “state Commission” — District of 
Columbia. 
1, An express authorization of security issues by the Public Utilities Com- 
mission of the District of Columbia may, in view of the provisions of § 2 
(a) (24) of the Holding Company Act, 15 USCA § 79b(a) (24), be re- 
garded as an authorization “by the state Commission of the state in which” 
the issuing company is organized and doing business, p. 51. 


Intercorporate relations, § 18.1 — Security transactions — Compliance with “state” 
laws — Congressional legislation. 


2. Requirements of § 10(f) of the Holding Company Act, 15 USCA 
§ 79}(£), prohibiting approval of the acquisition of stock when “state” laws 
have not been complied with, are equally applicable to congressional legis- 
lation designed only to govern the District of Columbia, p. 51. 


Intercorporate relations, § 18.1 — Security transactions — Matters considered — 
Violation of law. 

3. The Securities and Exchange Commission, in approving the acquisition 
of securities of a subsidiary by a holding company, need not consider the 
question whether there is an indirect acquisition by a parent of the holding 
company when the Commission has ordered the parent to divest itself of its 
holdings and the state Commission, having power to institute a proceeding 
to compel compliance with the Anti-Merger Law, has instituted an investi- 
gation, p. 52. 


[June 25, 1942.] 


PPLICATION by registered holding company and its subsid- 
A tary for approval of issuance of stock and acquisition of 
the same by the holding company; granted. 


¥ 


By the Commission: Washington 
Railway and Electric Company (here- 
inafter referred to as Washington), 
a registered holding company, and 
Potomac Electric Power Company 
(hereinafter referred to as Pepco), 
its subsidiary, have filed a joint ap- 
plication or declaration and an amend- 
ment thereto pursuant to the Public 
Utility Holding Company Act of 
1935, particularly §§ 6(b) and 10, 15 
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USCA §§ 79f(b), 79j, and Rule 
U-44 promulgated thereunder, regard- 
ing the issuance by Pepco and the ac- 
quisition by Washington of 30,000 
shares of the former’s common stock 
for cash at the par value of $100 per 
share, the proceeds to be used by 
Pepco to finance its construction pro- 
gram and the stock to be pledged by 
Washington under its Consolidated 
Mortgage or Deed of Trust dated 





RE POTOMAC ELECTRIC POWER CO. 


March 1, 1902. A public hearing on 
the declaration or application has been 
held after appropriate notice. 


I 


[1] Section 6(b) of the act pro- 
vides that: 

“The Commission . [subject 
to appropriate terms and conditions] 

shall exempt from the provi- 
sions of subsection (a) the issue or 
sale of any security by any subsidiary 
company of a registered holding com- 
pany, if the issue and sale of such 
security are solely for the purpose of 
financing the business of such sub- 
sidiary company and have been ex- 
pressly authorized by the state Com- 
mission of the state in which such 
subsidiary company is organized and 
doing business, iar 

Section 2(a) (24) of the act, 15 
USCA § 79b(a) (24), provides: 

“ ‘State’ means any state of the 
United States or the District of Co- 
lumbia.” 

Pepco was organized under the gen- 
eral corporation laws enacted by Con- 
gress for the District of Columbia and 
is at present doing business there. In 
view of the provisions of § 2(a) (24), 
an express authorization of the issue 
by the Public Utilities Commission of 
the District of Columbia may be re- 
garded as an authorization “by the 
state Commission of the state in which 

[the] subsidiary is 
organized and doing business.” 

The amendment to the declaration 
or application, consisting of a certified 
copy of an order of the District of 
Columbia Public Utilities Commis- 
sion, indicates that that body has ap- 
proved the transaction. Furthermore, 
it appears that the proceeds of this 


issue will be used by Pepco solely for 
the purpose of financing its business. 
We therefore find with respect to the 
said declaration under § 6(b) of the 
act that the requirements of § 6(b) 
have been met and that Pepco is en- 
titled to an exemption from the provi- 
sions of § 6(a). 
II 


[2] We now turn to a considera- 
tion of the application to acquire this 
stock made by Washington pursuant 
to § 10 of the act. We are of the 
opinion that no adverse findings are 
necessary under §§ 10(b) and 10(c) 
(1) and that the transaction has the 
tendency required by § 10(c)(2) of 
the act. Certain problems arise how- 
ever, in connection with § 10(f) 
which provides as follows: 

“The Commission shall not approve 
any acquisition as to which an appli- 
cation is made under this section un- 
less it appears to the satisfaction of 
the Commission that such state laws 
as may apply in respect of such ac- 
quisition have been complied with, ex- 
cept where the Commission finds that 
compliance with such state laws would 
be detrimental to the carrying out of 
the provisions of § 11.” 

In view of the definition of “state” 
in § 2(a) (24) of the act the require- 
ments of § 10(f) would seem to be 
equally applicable to congressional leg- 
islation designed only to govern the 
District of Columbia. Congress has 
enacted for the District, a statute com- 
monly known as the LaFollette Anti- 
Merger Law which in so far as perti- 
nent provides: 

“Tt shall be unlawful for ; 
any foreign or local holding corpora- 
tion, directly or indirectly, 
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to own, control, or hold or vote stock 
or bonds of any public utility corpora- 
tion organized under any general in- 
corporation law or special act of the 
United States or authorized under any 
law of the United States to do busi- 
ness in the District of Columbia, ex- 
cept as heretofore or hereafter ex- 
pressly authorized by Congress; and it 
shall be unlawful for any public utility 
corporation organized or authorized 
as aforesaid to sell or transfer any 
portion of its stock or bonds to any 
other public utility corporation or 
holding corporation whatsoever, un- 
less heretofore or hereafter expressly 
authorized by Congress so to do; and 
every contract, transfer, agreement to 
transfer, or assignment by any said 
public utility corporation organized or 
authorized as aforesaid of any por- 
tion of its stock or bonds without such 
authority shall be utterly void and of 
no effect. 

“The district court of the United 
States for the District of Columbia, 
on application of the District of Co- 
lumbia by its Commissioners or attor- 
ney, or on application of the United 
States by its proper officer, or on ap- 
plication of any shareholder interested 
in any such corporations, shall have 
jurisdiction in equity to dissolve any 
public utility corporation organized 
under any general incorporation law 
or special (act) of the United States, 
or authorized under any law of the 
United States to do business in the 


District of Columbia, for violation of 
any of the provisions of this sec- 
tion or of their charters; and further, 
to require any foreign public utility 
corporation, or foreign or local hold- 
ing corporation which owns, holds, 
or controls, or which shall hereafter 
own, hold, or control any such stock or 
bonds contrary to any of the provi- 
sions of this section, to sell or dispose 
of the same and to refrain from vot- 
ing such stock or bonds.” (March 4, 
1913, 37 Stat. 1006, Chap 150, § 11; 
Title 43 § 502 District of Columbia 
Code (1940).) 

Under § 10(f), therefore, we are 
faced with the question whether the 
acquisition of these securities by 
Washington (without regard to 
Washington’s parentage) complies 
with the provisions of the Anti-Mer- 
ger Law. Congress has expressly au- 
thorized' Washington to acquire 
Pepco’s stock. And, as we have al- 
ready pointed out, the Public Utilities 
Commission of the District, by order, 
has authorized such acquisition. In 
terms therefore the provisions of the 
Anti-Merger Law have been complied 
with in so far as the application con- 
templates an acquisition of Pepco stock 
by Washington itself. 

[3] One other question, however, 
has been suggested in connection with 
this acquisition. Washington is a 
subsidiary, within the definition of 
that term in the Holding Company 
Act® of The North American Com- 





1 Act of June 5, 1900—31 Stat. 270, Chap. 
718; Joint Resolution of January 14, 1933, 47 
Stat. 752, 755. 

2Section 2 (a) (8) (A) of the Holding 
Company Act provides: 

“ ‘Subsidiary company’ of a specified hold- 
ing company means—“(A) any company 10 
per cent or more of the outstanding voting 
securities of which are directly or indirectly 
owned, controlled, or held with power to vote, 
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by such holding company (or by a company 
that is a subsidiary company of such holding 
company by virtue of this clause or clause 
(B)), unless the Commission, as hereinafter 
provided, by order declares such company not 
to be a subsidiary company of such holding 
company; and .. .” 

We have not heretofore declared Washing- 
ton not to be a subsidiary of The North Amer- 
ican Company. 
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pany.* Its direct acquisition of 
Pepco’s securities might therefore be 
regarded as an indirect acquisition of 
these securities by The North Ameri- 
can Company. The question sug- 
gested is: would such an indirect ac- 
quisition by The North American 
Company constitute a violation of the 
Anti-Merger Law? We think, how- 
ever, that we need not consider this 
question at this time. 

In the first place, we have hereto- 
fore ordered The North American 
Company to divest itself of its hold- 
ings in Washington. (Re The North 
American Co. [1942] Holding Com- 
pany Act Release No. 3405, 43 PUR 
(NS) 257.) Consequently such in- 
direct acquisition as may be brought 
about by this transaction through 
North American’s interest in Wash- 
ington is only of a temporary nature. 
We cannot premise our opinion in this 
case on the proposition that our prior 
order will not be executed. 

In the second place, pursuant to the 
provisions of the Anti-Merger Law 
the District Public Utilities Commis- 
sion has heretofore instituted and is 
at present conducting an investigation 
which is designed to determine the 
validity of The North American Com- 
pany’s relations to Washington and 
Pepco.* Under applicable laws® that 


Commission has power to institute a 
proceeding for the purpose of requir- 
ing compliance with the Anti-Merger 
Law. And the decisions of the su- 
preme court of the District of Colum- 
bia seem to support the view that a 
finding by the court of a violation 
might result in a judicial order requir- 
ing North American to dispose of its 
holdings.® 

Accordingly the aforesaid applica- 
tion or declaration as amended will 
be granted and will be permitted to 
become effective subject to the terms 
and conditions prescribed in Rule 
U-24. 


An appropriate order will issue. 


ORDER 


Washington Railway and Electric 
Company, a registered holding com- 
pany, and Potomac Electric Power 
Company, its subsidiary, having filed 
a joint application or declaration and 
an amendment thereto pursuant to the 
Public Utility Holding Company Act 
of 1935, particularly §§ 6(b) and 10 
and Rule U-44 promulgated thereun- 
der regarding: ‘The proposal of 
Washington Railway and Electric 
Company (a) to acquire for cash at 
the par value of $100 per share 30,000 
shares of common stock of its sub- 





$The applicant states that The North Amer- 
ican Company acquired its holdings in Wash- 
ington pursuant to authority contained in a 
1925 amendment to the Anti-Merger Law 
which in so far as is pertinent provides: 
_ “The inhibitions and restrictions contained 
in this section are hereby removed, so far and 
only so far, as they affect the acquisition by 
any corporation of the stocks or bonds of 
any or all of the street railway com- 
panies operating in the Lary of Columbia. 
(43 Stat. 1265, Chap. 527, § 2 
Nothing which we say in this opinion, how- 
ever, should be construed as a 
expression of our views on the question wheth- 
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er The North American Company’s relations 
with Washington and Pepco are in violation 
of the Anti-Merger Law. 

#In Re Potomac Electric Power Co. Formal 
Case No. 313 Order No. 2167, Feb. 6, 1942. 

5 Act of March 4, 1913, 37 Stat. 977, Chap. 
150, § 8, par. 4, Title 43-303 District of Co- 
lumbia Code (1940); Act of March 4, 1913, 
37 Stat. 993, Chap. 150, § 8, par. 90, Title 
43-1002 District of Columbia Code (1940). 

6 District of Columbia v. Washington Gas 
Light Co. (1916) 44 WLR 674; The George- 
town Gas Light Co. v. Washington Gas Light 
Co. (1916) 44 WLR 675. 
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sidiary, Potomac Electric Power Com- 
pany; and (b) to pledge under its 
consolidated mortgage or deed of 
trust dated March 1, 1902, the 30,000 
shares of the common stock of its said 
subsidiary, so to be acquired by it; and 
the proposal of Potomac Electric 
Power Company to issue and sell to 
Washington Railway and Electric 
Company for cash at the par value of 
$100 per share 30,000 shares of its 
common stock and to use the proceeds 
therefrom to finance its construction 
program. 

A public hearing having been held 
after appropriate notice, and the Com- 
mission having made and filed its 
memorandum findings and opinion 
herein; and 


The Commission deeming it appro. 
priate in the public interest and for the 
interest of investors and consumers to 
grant said application and to permit 
said declaration to become effective 
pursuant to the applicable sections of 
the act and rules thereunder; and the 
Commission having found that th 
statutory requirements have been sat. 
isfied, 

It is hereby ordered pursuant to the 
applicable provisions of said act and 
the rules thereunder, subject to th 
terms and conditions prescribed in 
Rule U-24, that the aforesaid applic. 
tion or declaration, as amended, be, 
and the same is hereby granted ani 
permitted to become effective forth. 
with. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Brooklyn Union Gas Company 


[Case 10622.] 


Rates, § 389 — Auxiliary gas service — Heating— Termination charge. 
1. A tariff provision covering gas service for auxiliary or alternative use 
for heating is objectionable when it provides that the consumer cannot ter- 
minate service within the first year unless he is willing to pay $100 per 
month for the remainder of the year, for which he receives no service, while 
the company may terminate at any time, p. 58. 


Discrimination, § 212 — Service — Payment for connection cost — Auxiliary gas 
Service. 

2. A tariff provision relating to gas service available for auxiliary or alter- 
native use is objectionable when it provides that the customer may be re- 
quired to pay the cost of connecting his premises with the company’s high- 
pressure system when the company considers that such connection should 
be made, since the company would be free to require one consumer to pay 
for the connections and release another, p. 58. 


Discrimination, § 212 — Auxiliary gas service — Restriction. 


3. The restriction of a company’s offer of auxiliary gas service to those 
who have normally been supplied with heat from another source and 4 
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requirement that new users retain their facilities in order that they may re- 
sort to them in case the company terminates service impose an artificial 
restriction which should not be approved, p. 58. 

Discrimination, § 109 — Gas rates — Oil clause. 
4. An oil clause providing for an increase in the price of gas dependent 


upon the price of oil is not justified when applicable only to gas supplied in 
excess of one million cubic feet per month, excluding the excess charge from 


all below that amount, p. 58. 
Rates, § 384 — Auxiliary gas service. 


5. The difficulties and problems which have arisen with respect to eligibility 
for billing under breakdown service of electric utilities should not be in- 
troduced in the gas field unless the need is clear and unmistakable, and cer- 
tainly not when the situation is uncertain, p. 59. 


Rates, § 303 — Ou surcharge — Gas service — Variable costs. 
6. A provision in a gas rate schedule for a surcharge dependent upon the 
cost of oil is subject to criticism when it does not take into account varia- 
tions in the revenue from residuals and the effect of variable gas and 
materials ; it would be unfair for a rate schedule to be so drawn that when- 
ever the cost of certain elements increases, the price charged for the product 
would increase to the same degree without considering any offsetting effect 


of other factors, p. 59. 


Rates, § 384 — Auxiliary gas service — Resemblance to electric breakdown service. 


Discussion of a proposed rate for gas service available for auxiliary or alter- 
native use and its resemblance to the breakdown service rate found in the 


electrical field, p. 58. 


[July 8, 1942.] 


NVESTIGATION of filed amendment to rate schedules es- 
I tablishing new service classification covering manufactured 
gas available for auxiliary or alternative use; schedules dts- 

approved. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Cullen & Dykman 
(by Jackson A. Dykman), Brooklyn, 
Attorneys, for the Brooklyn Union 
Gas Company; W. C. Chanler, Cor- 
poration Counsel (by Harry Hertzoff, 
Assistant Corporation Counsel), New 
York city, for the city of New York. 


Ma tsi, Chairman: Last fall the 
Brooklyn Union Gas Company filed 
an amendment to its rate schedules 
establishing a new class of service 


with unusual conditions as to the price 
to be paid and the duration of service. 
The schedule was suspended and a 
hearing held. Shortly thereafter, war 
broke out between the United States 
and foreign countries resulting in such 
unusual conditions that no one could 
foresee the effects upon various classes 
of utilities and particularly gas cor- 
porations. It was decided to with- 
hold final action upon this case until 
additional light could be thrown upon 
the necessity for such a new class of 
service and the rates therefor. 

The new service classification cov- 
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ers manufactured gas with a minimum 
heating content of 537 Bru per cubic 
foot and pressure of at least 4.5 inches. 
The service was to be available to any 
consumer whose maximum hourly de- 
mand exceeded 5,000 cubic feet and 
who would agree “in advance to use 
and/or pay for not less than 100,000 
cubic feet of gas” every month for at 
least a year, and yearly thereafter sub- 
ject to the provision, however, that 
the consumer could terminate service 
on two days’ written notice after one 
year and the company could terminate 
at any time, not being obligated to 
give service for at least one year. 
However, if the consumer terminated 
service within a contract year, he was 
obligated to pay the minimum charge 
which was $100 per month for the 
remainder of the year. 

The service was said to be avail- 
able for “auxiliary or alternative 
use,” meaning that the customer must 
retain facilities for using some other 
source of heat which could be sub- 
stituted for gas at any time or when 
the first twelve months’ supply of gas 
is for purposes which are or were 
“normally supplied from another 
source of heat.” In other words, a 
customer is not entitled to the service 
and subject to the rates under the 
proposed classification unless he re- 
tains his facilities for producing heat 
from some other source from which 
he has been normally supplied. This 
classification of. service contemplates 
the extension of what is familiarly 
known as breakdown and auxiliary 
service in electric schedules to gas serv- 
ice provided the customer is willing 
to comply with the unusual conditions 
of service and pay the rates outlined. 
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The rates to be charged were as fol. 
lows: 
First 100,000 cu. ft. or less per month, $100,() 


Next 100,000 cu. ft. metered per month, $.065 


per C cu. ft. 
Next 100,000 cu. ft. metered per month, $( 


per C cu. ft. 
Next 200,000 cu. ft. metered per month, $05 
per C cu. ft. 
Next rape ~- ft. metered per month, $.045 
per C cu. 
Al over 006, 000 cu. ft. metered per month, 


month preceding the current billing. 


In addition, the customer was re. 
quired to pay the cost of connecting 
his premises with the company’s high 
pressure system when the company 
considers that such connection should 
be made. 

Thus, there are two major matters 
to be considered—the conditions un- 
der which the proposed new class of 
service is to be supplied and termi- 
nated, and the application of an al 
surcharge to certain consumers using 
over one million cubic feet of gas per 
month. 


Interruptible Service 


Exhibit No. 2 submitted by the 
company lists the names and the po 
tential demands of eleven customers 
who have inquired about this type of 


service. All use gas in small quanti- 
ties at present and are interested now 
in being able to supply their large 
boilers with gas instead of oil when 
necessary. However, these customers 
did not definitely say they would use 
any specific amount; they have not 
agreed to make a contract; they have 
only asked whether the company 
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would serve them and what the rates 
would be. 

The company proposes the new class 
of service because “these are only 
temporary customers and, further 
than that, we feel that the potential 
loads of these requests are only a frac- 
tion of those we would receive if a 
shortage should occur, and therefore 
the quantities that they would demand 
are—well, enormous—and it would be 
a physical impossibility to construct 
plant in time to handle that next win- 
ter if the oil shortage, for example, 
should occur next winter.” 

The witness agreed that the follow- 
ing quotation from the company’s let- 
ter of transmittal, correctly stated the 
purposes of Service Classification No. 
8: “The rate schedule changes and 
additions relating to Service Classifi- 
cation No. 8 filed herewith are de- 
signed to make a temporary or emer- 
gency service available to large fuel 
oil users substituting gas during the 
period of fuel oil shortage and having 
amaximum hourly demand in excess 
of 5,000 cubic feet, in order to re- 
serve production capacity for our regu- 
lar customers and assure them of a 
continuous and uninterrupted supply 
of gas. Service under this new serv- 
ice classification may be interrupted 
at the option of the company on twelve 
hours’ notice. The rates to be charged 
will be identical with those charged un- 
der Service Classification No. 3, large 
volume, as amended.” 

It is evident from the above state- 
ment and facts of general knowledge 
that the company does not expect the 
new customers, who would be taken 
on if the proposed service classifica- 
tion becomes effective, to use gas per- 


manently as boiler fuel. It is diff- 
cult and probably futile for manufac- 
tured gas selling at 35 or more cents 
per thousand cubic feet to compete 
with fuel oil in a large industrial plant ; 
and if the price of fuel oii increases, 
the price of gas oil will doubtless in- 
crease. The company has recognized 
the possibility of an increase of gas 
oil by proposing a clause providing for 
an increase in price. 

As temporary customers, the com- 
pany would not be justified in ex- 
panding its generating facility to sup- 
ply these new customers and it does 
not obligate itself to do so. Further, 
there would be no justification for 
jeopardizing the supply of gas to its 
present customers, particularly those 
who could not easily resort to sub- 
stitutes for gas. In addition, there are 
possible war needs which cannot be 
definitely forecast now but which will 
be supreme if they develop. In addi- 
tion, there are possible public require- 
ments, mainly, public institutions 
which may demand consideration and 
which will dominate any private needs. 

It is true that the proposal reserves 
to the company authority to cancel 
service to any customer receiving serv- 
ice under this classification upon two 
days’ written notice; but if the oil 
shortage becomes acute and the gas 
company has to avail itself of this pro- 
vision, it is obvious that consumers 
receiving service will not be able to 
change to another source for heat up- 
on such short notice. This will be true 
particularly if the gas company were 
to terminate service to any consider- 
able number of consumers; and if it 
were to select a few in this class for 
termination of service, the question of 
unjust discrimination would imme- 
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diately arise and the company might 
be subject to severe penalties. 

[1,2] The consumer, upon the 
other hand, cannot terminate service 
within the first year unless he is will- 
ing to pay $100 per month for the re- 
mainder of the year for which he re- 
ceives no service. In addition, he may 
be required to pay the cost of connect- 
ing his premises with the company’s 
high-pressure system. This clause is 
objectionable in two regards. The 
company may terminate service with- 
out paying anything to the consumer, 
whereas the consumer cannot termi- 
nate service within a year without pay- 
ing the company a considerable sum. 
But there is no principle established 
according to which the company would 
require consumers to pay for connec- 
tions ; and under the provisions of the 
proposed schedule, it would be free to 
require one consumer to pay for the 
connections and release another. 

[3] The company restricts its of- 
fer of service to those who have nor- 
mally been supplied with heat from 
another source and obligates new users 
to retain their facilities in order that 
they may resort to them in case the 
gas company terminates service. This 
is an artificial restriction. If service 
is going to be offered to the public, 
why should it be restricted to those 
now using another source of heat? It 
is obvious from a practical standpoint 
that anyone who contemplates the new 
service would realize that under pres- 
ent conditions his service might be 
terminated at any moment and it 
would be dangerous for him to de- 
pend upon continuing service; but that 
is a problem for the consumer to face 
and there seems to be no reason why 
45 PUR(NS) 


an artificial restriction of service 
should be approved. 

[4] There are other conditions 
which border on unjust discrimination 
or undue preference. The service is 
restricted to those who have a maxi- 
mum demand of over 5,000 cubic feet 
per hour. The oil clause provides 
for an increase in the price of gas 
whenever the base price of $1.40 per 
gallon for Bunker C oil is exceeded 
but this increase is to apply only to 
the gas supplied in excess of one mil. 
lion cubic feet per month. If it is 
logical to provide for an increase in 
the price of gas as the cost of oil in. 
creases, there is no foundation for ap- 
plying such increase to gas used in ex. 
cess of one million cubic feet per month 
and withholding its application to all 
gas supplied below one million cubic 
feet per month. Whether a uniform 
rate should be applied to each cubic 
foot of gas supplied is another ques- 
tion but there is certainly no justifica- 
tion for charging an excess to all over 
one million cubic feet and excluding it 
entirely from all below that amount. 

The proposed rate resembles the 
breakdown service rate found in the 
electrical field. Under each, custom- 
ers may not be permanent or normal 
customers and may use either the com- 
pany’s service or a competing source 
of energy according to their own 
wishes. In each case, there is an al- 
ternative source of service. But, while 
the electric breakdown rate and the 
gas terminable rate have similar fea- 
tures, they are not identical. 

1. The electric breakdown rate is a 
firm rate in that the company stands 
ready at all times to supply service up 
to the demand contracted for. The in- 
terruptible provision in S. C. No. 8 
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yitiates the foregoing conditions of 
firm supply. Hence this classification 
cannot be regarded as firm agreement. 

2. In the case of the electric break- 
down rate, the possession of a private 
plant does not automatically place the 
customer in the breakdown class. His 
digibility thereunder would be deter- 
mined by his character of use. The 
mere existence of alternate heating 
facilities may make a customer eligible 


under S. C. No. 8. 

3. A customer is eligible under the 
electric breakdown rate regardless of 
his magnitude of use. A gas con- 
sumer becomes subject to the new pro- 
visions only when his hourly maxi- 
mum demand exceeds 5,000 cubic feet. 

[5] In the electric field, many diff- 
culties have arisen with respect to the 
question of whether or not a customer 
is eligible for billing under breakdown 
service. A customer using both com- 
pany service and a competing source 
of energy may or may not be billed 
under the higher breakdown rate de- 
pending on his type of use. The ques- 
tion of establishing the dividing line 
between a customer that should be 
billed under the breakdown rate or un- 
der the firm rate was the principal sub- 
ject of the proceedings in Case 10533, 
43 PUR(NS) 196. Unless the need 
is clear and unmistakable, these diffi- 
culties and problems should not be 
introduced in the gas field, certainly 
not when the situation is so uncertain 
as at present. 

In view of the above discussion, 
it is perhaps unnecessary to consider 
the effect of the oil surcharge but as 
this part of the rate is separable from 
interruptible service, there are several 
phases which deserve discussion. 


Oil Surcharge 


[6] The purpose of the oil sur- 
charge is similar to that of the coal 
surcharge applied in some electric and 
steam rate schedules and purports to 
take into account changes in cost of 
oil used by the company for the enrich- 
ing of water gas. The base price is 
$1.40 per barrel for Bunker C oil and 
no surcharge is payable until the price 
of that oil is $1.50 per barrel or more. 
While the company’s contract for the 
purchase of oil and refinery gas dur- 
ing 1942 does not fix a maximum price 
as in the case of the previously effec- 
tive contracts, the prices of these 
materials are now subject to the or- 
ders of the Office of Price Administra- 
tion. On January 17, 1942 the OPA 
directed that the maximum price of 
Bunker C oil f. 0. b. New York city 
should be $1.35 per barrel. On March 
25, 1942, the OPA raised the maxi- 
mum price to $1.55. At this rate, the 
company would now be entitled to a 
surcharge of 9/10 of a_ cent per 
thousand cubic feet of gas sold under 
the proposed S. C. Nos. 3 and 8. The 
company’s witness was not able to 
estimate how many customers would 
be subject to oil surcharges. He stated, 
however, that during the last twelve 
months the company had fifty-two cus- 
tomers under S. C. No. 3 which used 
over one million cubic feet in at least 
one month. 

The establishment of an oil sur- 
charge raises many more complexities 
than an electric surcharge because of 
the variety of raw materials and by- 
products involved, all of which vary 
considerably in their market value 
from year to year. The Brooklyn 
Union Gas Company uses some seven 
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different fuels: Bituminous coal, coke, 
water gas tar (in boilers), gas oil, 
Bunker C oil, residuum oil, and re- 
finery oil gas to manufacture coke oven 
gas and carburetted water gas. 

The water gas manufactured from 
the combination of coke and steam has 
approximately one half of the heat 
content of 537 Btu per cubic feet re- 
quired. It is therefore necessary to 
enrich the gas with hydrocarbons re- 
sulting from the cracking of oil. In 
the past, it was customary for the gas 
industry to use only gas oil for the en- 
richment of water gas but rising prices 
have led the company to change its 
practices so that during the year 1940, 
based on figures on Sheet 1 of Exhi- 
bit No. 7, 13 per cent of the enrich- 
ment of water gas on an energy basis 
was supplied by gas oil, 31 per cent 
was supplied by Bunker C oil, 30 per 
cent by residuum oil, and 26 per cent 
by refinery oil gas. 

Besides the effect of variable gas 
and materials, there are many by-pro- 
ducts from the manufacture of coke 
oven and water gas to be considered, 
such as ammonium sulphate, coke, 
light oil, tar, and naphthalene which 
are either marketed or used in other 
parts of gas plants, the value of which 
must be deducted from the cost of gas 
manufacture. 

The Greenpoint coke oven plant 
supplies the base load. Because of the 
nature of the process, it is important 
that it be operated at a constant load. 
A company witness states that this 
plant has operated at its full capacity 
at all times. Although the source of 
the gas any consumer receives depends 
upon his location on the company’s 
distribution system, the company con- 
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siders for the purposes of its rate 
structure that the load under S. C. No, 
8 is in addition to its base load and 
that therefore it may be considered ty 
be supplied by the carburetted water 
gas generators. On the basis of this 
assumption, the company believes that 
the rates in S. C. Nos. 3 and 8 should 
provide in some measure for variation 
in the cost of manufacture of car 
buretted water gas. The company ap. 
pears to be apprehensive over the pos. 
sibility of further sharp increases in 
the price of oil because of prevailing 
uncertain conditions and it therefor 
proposes to accomplish the foregoing 
purposes by applying an enrichment 
cost rate adjustment to compensate for 
the changes in the cost of enriching 
oil. 

The cost of Bunker C oil does not 
directly and proportionately affect the 
cost of gas. A company witness, Mr. 
Quinby, stated that it is expected the 
Greenpoint water gas plant will al 
most wholly carry the expected addi- 
tional load. This plant normally uses 
the entire output of refinery oil gas 
supplied by a near-by oil refinery for 
enriching purposes and makes up the 
balance of its needs with gas oil. It 
does not use Bunker C oil at that plant. 
Bunker C oil, however, is used in com- 
bination with residuum oil at the Citi- 
zens works plant. 

There are at least two methods by 
which an oil surcharge could be cal- 
culated. Under the first method, the 
surcharge depends on the variation in 
the net cost of enrichment. This cost 
is made up of the following factors: 
the price of all of the materials used 
for enriching of water gas, such as 
Bunker C oil, residuum oil, gas oil, and 
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refinery oil gas. In addition, the 
changes in the net sales price of resid- 
uals such as tar and light oil must be 
considered. 

The company has proposed a meth- 
od in which the oil surcharge will be 
dependent solely on the variation in 
price of Bunker C oil. This method, 
first of all, assumes that in the future 
the price of the other enriching mate- 
rials used by the company will vary 
in the same proportion as that of 
Bunker C oil. While it is extremely 
difficult to predict the future course of 
prices with any marked degree of ac- 
curacy, it is known that the company’s 
contract for the purchase of oil dur- 
ing 1942 provides for the variation in 
the price of residuum oil and refinery 
oil gas with certain specified varia- 
tions of the price of Bunker C oil. 
However, the contract price for the 
purchase of gas oil, a fourth enrich- 


ing material, is not dependent on the 
variations in price of Bunker C oil. 
However, regardless of the provisions 
of past or existing contracts, it must 
be remembered that the prices of all 
these materials are now subject to the 
OPA. 


The proposed surcharge has a 
second assumption that is open to ques- 
tion namely, that in the future the net 
cost of enrichment materials will vary 
in the same proportion as the cost of 
Bunker C oil. For this to be true it 
would be necessary for the efficiency 
of oil usage to remain constant and 
also for the credit value of residuals 
to vary in proportion to the purchase 
price of oil. The coal surcharge ap- 
plied by electric utilities compensates 
for the variation of fuel burning effi- 
ciency by revising the coal surcharge 


basis yearly to correspond with the 
efficiency experienced in the previous 
year. A similar policy is not proposed 
here. 

The proposed surcharge method 
does not take into account variations 
in the revenue from residuals. The 
data submitted by the company in Ex- 
hibit No. 7 show that the variation in 
the value of these residuals is not nec- 
essarily related to changes in the pur- 
chase price of Bunker C oil. In one 
instance (1939-1940), the price of oil 
went up 20 per cent while during the 
same period the credit for residuals 
went down 5 per cent. It is reason- 
able to assume, however, that the in- 
creased cost of oil will be compensated 
at least in part by increased revenue 
from residuals. It can be calculated 
from Exhibit No. 7 that the gross cost 
of enriching materials during 1940, 
for example, was 12.98 cents per thou- 
sand cubic feet of water gas manu- 
factured. The credit for residuals 
was 3.18 cents per thousand cubic feet 
(including credit for water gas tar 
used as boiler fuel) leaving a net cost 
of enrichment of 9.80 cents per thou- 
sand cubic feet. Since the credit for 
residuals represents about 25 per cent 
of the gross cost of enrichment, its 
variations in value should not be ig- 
nored in calculating an oil surcharge. 

Credit for residuals should not only 
include net revenue from the sales of 
by-products but also from water gas 
tar burned in the boilers. While there 
has been no direct credit to residuals 
for tar so used, it nevertheless has a 
definite credit value since if the com- 
pany did not use the tar in this manner 
it would have to purchase an equivalent 
amount of another fuel in order to 
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supply the boiler’s needs. The com- 
pany has given this tar a credit of 
3.33 cents per gallon for the purposes 
of the annual report but has omitted 
it from the oil surcharge calculations 
resulting in a corresponding increase 
in the oil surcharge. 

Whatever may be said regarding 
the specific plan to vary the rates paid 
by consumers according to the cost of 
certain materials used in gas manu- 
facture, there are certain general criti- 
cisms of any plan which varies rates 
according to one element of cost. 
When purchasing gas, the consumer 
pays for numerous elements in the 
cost of service. Besides the manu- 
facturing cost of gas, there are operat- 
ing and maintenance costs of trans- 
mission and distribution systems, the 
cost of reading meters, keeping ac- 
counts, collecting bills, promoting sales 
and general office expenses, deprecia- 
tion on all classes of property, taxes, 
and return on investment. Some of 
these items are affected to a small de- 
gree by output; they certainly are not 
fixed for each thousand feet of gas 
delivered. Often certain of these ex- 
penses decrease, with the result that 
increased costs in some directions are 
offset in whole or in part by decreased 
costs in other directions. It would 
obviously be unfair for a rate sched- 
ule to be so drawn that whenever the 
cost of certain elements increased, the 


price charged for the product would 
increase to the same degree without 
considering any offsetting effect of 
other factors. 

There is no theoretical or mytholog. 
ical statement. Many companies have 
already reduced operating expenses 
through improved operating methods 
which have reduced costs and in some 
cases certain activities have been 
eliminated or greatly reduced, such as 
the sale of gas appliances, general mer- 
chandising and jobbing. This partic. 
ular company recently withdrew filed 
schedules for increased rates. It 
would hardly seem proper for the 
Commission at this time to authorize 
surcharges representing certain antici- 
pated increases in certain elements of 
cost without considering all other 
factors which affect the cost of service 
to consumers. Obviously, no com. 
pany should be expected to provide 
service at rates which are far from 
yielding an adequate return; but they 
should not expect to increase prices 
whenever certain selected costs in- 
crease, just as they should not be ex. 
pected to make reductions just because 
and whenever certain elements of cost 
decrease. 

I recommend the adoption of an or- 
der directing the Brooklyn Union Gas 
Company to cancel the filings covered 
by this proceeding in that they are un- 
just and unreasonable. 
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WAUWATOSA v. MILWAUKEE ELECTRIC R. & T. Co. 


WISCONSIN PUBLIC SERVICE COMMISSION 


City of Wauwatosa 


The Milwaukee Eleceiic Railway & 
Transport Company 


[2-R-609, MC-991.] 


Service, § 149 — Duty to service — Unprofitable operation. 
A transportation company having an exclusive privilege to operate in a city 
under a franchise owes a duty to render adequate service and may not 
escape the performance of any particular part of that duty because of any 
claim that such part of its existing service is unprofitable, in the absence of 
a showing that all of the service rendered under its privilege is being fur- 


nished at a loss. 


[July 28, 1942.] 


P ETITION for order requiring extension of bus or street rail- 


way service; orders requiring further rendition of service 
affirmed after remand from circuit court and further hearing. 


By the Commission: The above- 
entitled matter comes before the Com- 
mission upon a remand of the testi- 
mony and evidence adduced upon the 
trial of an action brought in the cir- 
cuit court for Dane county to vacate 
and set aside the orders heretofore 
made in this proceeding under date of 
March 17, 1939, and February 8, 
1940. 


A hearing was held in the above- 
entitled matter, pursuant to notice to 
the parties thereto before Examiner 
W. A. Anderson, on May 1, 1942, at 
the city hall in the city of Wauwatosa, 
Milwaukee county, at which there 
were the following appearances: City 
of Wauwatosa, by Roy W. Stauff, City 


Attorney ; City of Milwaukee by Wal- 
ter J. Mattison, City Attorney, by 
Joseph L. Bednarek, Assistant City 
Attorney; The Milwaukee Electric 
Railway & Transport Company, by 
Van B. Wake, Attorney, Milwaukee; 
Mount Mary College, as intervener, 
by L. J. Kleczka, Milwaukee. Of the 
Commission Staff: W. H. Damon, of 
the Engineering Department, and 
Russell Lynch, of the Milwaukee of- 
fice. 

The extension of service directed to 
be given and continued by the order 
or orders heretofore made in this pro- 
ceeding consists of the operation of 
busses on North avenue in the city of 
Wauwatosa between Ludington ave- 
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nue on the east and the west limits of 
the city at the Menomonee River drive. 
The order of March 17, 1939, re- 
quired such busses to operate on a 
half-hour headway each way. 

We have carefully considered the 
evidence adduced upon the trial of the 
action above referred to, as well as 
the evidence and testimony presented 
at the hearing held in Wauwatosa. It 
would not serve any useful purpose to 
set forth a summary of all of the evi- 
dence thus considered. We do not 
consider that such evidence justifies 
any change or modification of the or- 
ders heretofore made in this proceed- 
ing. The evidence now before us 
shows that the use of the service re- 
quired to be performed by such orders 
has increased since those orders were 
made; and that, in consequence, there 
is greater need for the service thus re- 
quired to be given than existed at the 
time when such orders were made. 

The orders of March 17, 1939, and 
February 8, 1940, above referred to, 
were based upon a finding that public 
convenience and necessity required the 
rendition of the service directed by 
such orders to be furnished. The fact, 
as thus found, was amply sustained by 
the evidence at the time those orders 
were made. That finding is more ful- 
ly sustained by the evidence subse- 
quently presented as above set forth. 

Whatever view might be taken of 
public convenience and necessity and 
the requirements thereof with respect 


to the service here involved, the eyj- 
dence now before us clearly establishes 
that adequate service to the public re. 
quires a continuance of the service re- 
quired to be given. 

The company operates in the city of 
Wauwatosa under an exclusive privi- 
lege resulting from a franchise grant. | 
ed by the city. Its undertaking of 
service is obviously as broad as the — 
privilege which it enjoys. Within that | 
undertaking the company owes a duty 
to render adequate service; and may — 
not escape the performance of any 
particular part of that duty because 
of any claim that such part of its exist- 
ing service is unprofitable, in the ab- 
sence of a showing that all of the serv- 
ice rendered under its privilege is be- 
ing furnished at a loss. There is no 
such showing here. 


Finding 

The Commission finds: That ade- 
quate service to the public entitled to 
service from The Milwaukee Electric 
Railway & Transport Company, oper- 
ating under a franchise from the city 
of Wauwatosa for the furnishing of 
group transportation of passengers in 
said city, includes the service on 
North avenue between Ludington ave- 
nue and the Menomonee River drive 
as required to be furnished by the 
order or orders heretofore made here- 
in under dates of March 17, 1939, and 
February 8, 1940. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Equipment Notes 


“Thumb-Spray” Attachment for Extinguishers 


Some fires, such as magnesium incendiary 
bombs and certain industrial fires, are fought 
with a spray as well as a solid stream. Most 


Converts Equipment to Wartime Needs 


standard fire extinguishers, however, discharge 
only a solid stream. Consequently, the Pyrene 
Manufacturing Company has developed a 
“thumb-spray” nozzle attachment for convert- 
ing present extinguisher equipment to war- 
time needs, It simply clamps over the %-inch 
hose and nozzle of any standard soda-acid, 
foam, gas cartridge or pump tank fire extin- 
guisher. 

The “thumb-spray” is a permanent attach- 
ment made of spring steel with a deflector edge 
which influences the range and distribution 
of the spray for maximum effectiveness. This 
safety device is a constant reminder to the 
operator to use a spray on certain industrial 
fires which can be approached within 6 or 8 
feet or to speed the burning and disposal of 
a magnesium bomb. It is always ready; no 
adjustments are necessary. Its forceful, well- 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Selected information about products, supplies and 
by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


distributed spray of maximum safe range sup- 
plies adequate moisture and wets down im. 
= surroundings against the spread of 

re. 

The normally solid stream is converted into 
a spray by applying pressure with the thumb) 
at the end of the attachment. Since this con- 
version takes place only after the liquid leaves 
the nozzle, the extinguisher itself is not af- 
fected. Operating pressures, chemical reactions 
or normal streams are not impaired. 


G-E Blackout Street Light 
Approved by War Department 


General Electric’s blackout street luminaire 
—one of the first to be developed in this coun- 
try—has been officially approved by the War 
Department, according to an announcement by 
the company. Redesigned to meet the revised 
specifications for American outdoor blackout 
lights, it provides a lighting intensity equiva- 
lent to 1/50 of the illumination of a full moon, 

To eliminate likelihood of breakage from 
shrapnel or flying particles during an air raid, 
the G-E luminaire has been built without glass 
and employs only plastics and iron. Light is 
supplied by a 9-watt long-life lamp placed in 
a plastic band. The luminaires are equipped 
with brackets, and can be installed either on 
buildings or on wood poles. 

Blackout street luminaires, spaced from 10 
to 150 feet apart, are expected to be used main- 


Reis Skis 


Meets Revised Blackout Spectfications 


ly in areas where blackouts may hold up pro- 
duction for war or military movements. In 
such cases, they will be installed on streets 
leading directly to war production factories 
or other vital war areas. Because of the low- 
wattage, long-life lamp employed, the lumin- 
aire may be operated 24 hours a day at low cost 
and be always in service when the blackout 
alarm is sounded. 


D-C Cable-Fault Reduction and 
Localization Set 

A complete line of metal-enclosed d-c cable- 
fault reduction and localization sets has beet 
announced by the General Electric Company, 
This equipment, for use by utilities in reduce? 
ing and locating faults on power-cable systems, 
operates on the “direct” method, While this’ 
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- raid You wouldn’t deliberately throw 700 
glass Meets of carbon paper into the waste basket, 
ent ould youP Yet, that’s exactly what you do 
tipped (hen you write 175 sets of average five-part 
er on Mrms interleaved with one-time carbons! That’s 
n 10) Menecessary waste because the same number of 
main- #erms could be written with only 4 sheets of 


bon if you equip your typewriters with Egry 


SPEED-FEED 


ut more than that—the Speed-Feed makes 
the time of the operator productive and 
eps up the daily output of typed forms 
P Pro” H0% and more! Don’t lose any time in- 
pes tigating the many advantages of the Egry 
tories Mppeed-Feed. Consult classified telephone 
> low- rectory for name of local Egry sales agent 
umin- Git write Dayton. Demonstrations ar- 
yhos nged without cost or obligation. 
iterature on request. Address Dept. 
108. 


nS 


™ The EGRY REGISTER Company 
ie Dayton, Ohio 


7 SALES AGENCIES IN ALL PRINCIPAL CITIES 
Egry Continuous Forms Limited, King and Dufferin Streets, Toronto, Ontario, Canede 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





28 INDUSTRIAL PROGRESS—( Continued) 


Equipment Notes (Cont'd) 

method necessitates traversing the cable and 
observing indications at manholes, it is posi- 
tive, and, for average faults, requires less time 





t 


i iM “| 


Reduces and Locates Power-Cable Faults 


than other popular methods of fault location. 
The complete set consists of a Thyratron 
rectifier, control, motor-driven interrupter, and 
current-limiting reactor, completely enclosed 
in a metal housing, and a portable field set for 
taking readings along the cable. The set first 
reduces the resistance of the fault to a satis- 
factory value and then transmits a tracer cur- 
rent which may be easily recognized by tra- 
versing the cable with the portable field set. 
This equipment can be used up to its maxi- 
mum-rated voltage for direct-current high- 
potential tests on cable systems and other ap- 
paratus. It is available in eight different ratings 
up to 20,000 volts and up to 20 amperes. Bul- 
letin GEA-3687 can be secured on request from 
the General Electric Company, Schenectady. 


New Infra-Red Heat Lamps 


A new line of infra-red heat lamps, designed 
in keeping with the limitations imposed by 
the War Production Board, has just been an- 
nounced by the Birdseye Division of the Wa- 
bash Appliance Corp., Brooklyn, N. Y. The 
new line includes six clear types, three ruby 
types, and four reflector types. All feature 
the M-type tungsten filament for uniform heat 
distribution and have their bases reinforced 
with asbestos-lined mechanical straps to with- 
stand the terrific temperatures of tunnel instal- 
lations. The reflector types have built-in re- 
flector linings of pure silver sealed inside the 
bulbs for protection against dimming and 
tarnishing by fumes or dirt. Average burning 
life on all is in excess of 6,000 hours. 


Sylvania Blackout Lamp Announced 


With the approval of the War Department 
Engineer Board, Sylvania Electric Products 
Inc. is now manufacturing a blackout lamp 
designed to provide a quick, easy and economi- 
cal method of supplying sufficient illumination 


for ease of movement during blackouts. At 
present this lamp is available only on a pri- 
ority rating better than A-2. 

The approved lamp is an A-15 type bulb, 
coated black except for a one-inch aperture 
in the bulb end which emits an orange-red 
light. Having a 14-watt filament, the blackout 
lamp is available in two voltage ranges: 115- 
125 volts and 30-34 volts. It is marked “Indoor® 
Blackout—War Dept. Standard 12542.” 

The lamp must be used in accordance with’ 
the instructions established by the War De 
partment and which are imprinted on a smal] 
wrapper accompanying each lamp. : 


New Method of Sealing Side-Issuing Low 
Voltage Bushings in Distribution Transformer; 

Pennsylvania Transformer Company, Pitts- 
burgh, Pa., has developed a new clamping de. | 
vice for locking each low voltage bushing se. 
curely to the side of the tank. Uae 

The stationary bushing clamp is welded to 
the tank wall around the opening in the tank 
and forms a recess for fitting the shoulder of 
the bushing and the cork gasket. This cork 


Locks Low Voltage Bushing to Side of Tank 


gasket is completely enclosed and _ protected 
from the weather. This assures a water tight, 
moisture proof seal. 

A second cork gasket made of vellumoid 
forms a cushion between the top of the porce- 
lain shoulder and the second metal clamp. The 
two clamps are tightened together by means 
of three standard screws of bronze alloy 
metal. If a lineman should strip the thread in 
the permanent clamp, he .can insert a screw 
and place a standard nut in back of the flange 
and bolt the two clamps together. There 1s 
sufficient space between the clamp and the 
tank wall to insert a nut and tighten it on the 
screw. 


For Hot Line Repair Work 

A. B. Chance, Centralia, Mo., has designed 
for emergency use only “Tips Emergency 
Storm Tool.” ; 

The purpose of the tool is to do hot line 
work when weather conditions such as rain, 
sleet, or heavy snow prevail and make the use 
of regular tools undesirable. The special h 
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0 KEEP THE BATTLE MACHINES SLUGGING 


Harvester Men Form Maintenance Battalion to Serve the Battle Line * 


GHTING MACHINES, like soldiers, 
fer battle casualties. The men who re- 
t the wounded tanks, trucks, tractors, 
i guns may tip the scale to victory. 
intenance in the wake of battle calls 
soldiers who can grind a valve or 
dle a welding job. 
Army Ordnance, in its quest for men to 
trate its mobile front-line machine 
bps, asked International Harvester to 
a battalion of mechanical specialists 
m among its employes and dealers. 
ester tackled the recruiting job. In 
0 weeks the enlistment quota was 
sed. Now this new maintenance bat- 


talion is part of another armored division. 


These volunteers will serve with the 
first such battalion formed from the man- 
power of a single company. They are 
worthy comrades of the 5,000 Harvester 


- men who preceded them into military 


service. 


American mechanics are the world’s 
best. They are free men—builders of a 
free land. The Army needs 100,000 more 
of these men, to be enlisted in many 
similar maintenance units. Their skills 
are among our greatest assets in keeping 
the battle machines slugging for Victory. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


Chicago, Illinois 


NTERNATIONAL HARVESTER 
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Equipment Notes (Cont'd) 


coverings are designed to protect the upper 
portion of the tool from absorbing moisture 


Emergency Storm Tool 


and to break up any water stream that would 
otherwise run down the surface of the pole. 
The tool attachment is the same as any other 
Universal pole, and may be used with any one 
of the thirty-eight Tips Universal fittings. 


* 


Catalogs and Bulletins 


New Balancing Booklet 


Complete descriptions of the many Bear Dy- 
Namic Balancing Machines available for bal- 
ancing armatures, fans, wheels, gears, etc., are 
contained in a new booklet published by Bear 
Mfg. Co. 

Concise data on Dy-Namic Balancing and 
its importance in eliminating noise and pre- 
mature wear due to excessive vibrations result- 
ing from couple action are also included. Bear 
Dy-Namic Balancing principles which, accord- 
ing to the manufacturer, make machines low 
in cost and easy to operate, are explained. 

Copies of the booklet may be obtained from 
Bear Mfg. Co., Industrial Division, Rock Is- 
land, Ill. 


Fluorescent Lighting Fixture Catalog 


A new fluorescent lighting fixture Catalog 
is being offered by. Sylvania Electric Product 
Inc., (formerly Hygrade Sylvania Corpora. 
tion). 

This catalog is designed to simplify the pros. 
pect’s problems of selecting the proper types 
and quantities of fixtures for his particuls 
lighting project. Besides illustrating oye 
thirty models, complete with technical specif. 
cations, it contains a list of Recommended 
Minimum Standards of Illumination, informa. 
tion on how to plan a fluorescent installation, 
pictures of actual applications, and general 
engineering and maintenance information, — 

Copies can be obtained from Sylvania Ele 
tric Products Inc., Ipswich, Massachusetts, 7 


> 


Manufacturers’ Notes 


New South Bend Turret Lathe Bulletin 


South Bend Lathe Works, South Bend, Ing 
has recently issued a four-page file size buk 
letin fully describing and illustrating the new 
Bench Model South Bend Turret Lathes (Nos) 
1003-Z and 1004-Z) and their constructiog 
features. Convenient tabulated specifications 
list all the necessary information concerning 
capacities, feeds, speeds, and dimensions. 

Bulletin 1004 can be obtained from the South 
Bend Lathe Works, Dept. 6Y, South Bend, 
Indiana. 


Army-Navy “E” Flag 
Awarded Robertshaw 

The Army-Navy “E” flag was_ recently 
awarded the Robertshaw Thermostat Com 
pany for war production achievement. Pres 
entation of the flag was made in the present 
of many distinguished officials of the Army, 
Navy and state and Federal governments. In- 
dividual lapel pins, symbolizing producti 
leadership, were presented to each employe 
An impressive program included participation 
by an Army band, local military and civic or 
ganizations and civic authorities. 

In notifying the company of the award, Ur 
der Secretary of War Patterson highly praise 
the Robertshaw organization for their achieve 
ments and remarkable production record 
and congratulated them upon “accomplishing 
more than seemed reasonable or possible a 
year ago.” 

The achievements referred to by Mr. Pat 
terson include, according to H.T. Ryan, viet 
president of Robertshaw, a 95 per cent conver: 
sion of the plant to war production, the erectiol 





BLACKOUTS and other 


WHEAT 


Rechargeable Spotlight 





WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


25,000 Beam C.P. 
2,500 Ft.Beam 

12 A.H.—4 Volt 
Weight 6 Ibs. 


KOEHLER MFG. CO. Marlboro, Mass. aie 
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N ASKAREL 


. non-inflammable 


TRANSFORMERS 


Like all Pennsylvania Transformers, 
ASKAREL Transformers are equipped 
with Circular Coils. In non-inflammable 
transformers there are many fundamental 
reasons why. . . 


000 Kva, 
B.Phase, 
Cycles 


... make the big 
difference 


In regular oil cooled transformers, varnish is used to 
increase the mechanical and electrical strength of the 
transformer coils, irrespective of the shape of the coils. 
This kind of varnish, however, cannot be used to treat 
coils in a transformer where non-inflammable liquids are 
employed. Therefore, without the aid of this varnish, it is 
imperative that the coils in a non-inflammable transformer 
have great inherent strength. 


CIRCULAR COILS POSSESS THE MAXIMUM 
INHERENT MECHANICAL AND ELECTRICAL 
4 STRENGTH. 

At 1. In a circular coil the tension of each turn of wire is 
an, vice Horizontal uniform throughout its length. No coil of any other 
conver: shape possesses this quality. 
rection distor ea Aantal Mic tua . The turns in a circular coil are wound tightly without 

y, against short aon —~ BPC aE anaes Bi agen: ogo the —— ae: thus eliminating 
hen a transformer is subjected to heavy overload or the possib ility of stretching the wire and injuring the 
a the cinesiee -_ maintains its shape even insulation. 

lin the call iy wa uinioett cat y seaman Pennsylvania ASKAREL Transformers offer you the 


is not injured, convenience and economy of indoor installations near the 
load centers, plus the added safety inherent in the 
Pennsylvania circular coil construction. 


g } Wr. TRANSFORMER COMPANY 


808 RIDGE AVENUE, ® N.S. PITTSBURGH, PA 
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Why dig Pui & 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, + or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type ‘terminals, 
screw type, shrink fit, etc. etc. 


———$—} 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


[on ©. 5 ok SE Om @ 8 & ® FITTIngG 
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of new buildings, and even the conversion; 
the sales force into war production craftsmg 
Mr. Ryan explained that the company’s hj 
century of high precision manufacturing 
given its organization exceptional skill whi 
was readily transferred to record achievemg 
in production of the delicate precision pa 
for Army and Navy equipment. 


Westinghouse to Launch New 
Lighting Activity 

Application of recently developed lig 
sources to the expanding lighting needs { 


Division and will be headed by D. W. Atwatd 
former manager of commercial engineering 

The new organization, to be known as 
illuminating engineering department, will p 
for post-war as well as present-day expansi 
in the use of fluorescent, mercury vapor, a 
other light sources. 

These new illuminants are already speeti 
production in war plants and reducing ind 
trial accidents but to gear them to most wi 
spread use now and after the war, engine 
wil need new lighting practices and metho 
of planning. 


Chevrolet Gear and Axle Division 
Awarded Army-Navy “E” 

The Army-Navy “E” flag for “high achiev 
ment in the production of war equipmer 
was presented recently to Chevrolet Moi 
Company at its gear and axle division in) 
troit. 

M. E. Coyle, general manager, received ti 
pennant on behalf of the division. Among ti 
civil and military dignitaries who took p 
in the ceremonies before more than 7,500 Cheg 
rolet employees, were Lieut.-Comm. A. 
Duernberger, Naval Reserve Armory, Detroi 
Mayor Edward J. Jeffries, Jr.; 

D. Vanwagoner, and Col. A. B 
Detroit Ordnance District. 


Door Makers Announce New Standards 


A new Minimum Standards program whid 
sets up specifications for the addition of wat 
repellent treatment to the already establisf 
toxic preservative treatment of wood pr 
ucts, has just been announced by the Natiod 
Door Manufacturers Association. 

The new standards are designated as 
Toxic Water Repellent Minimum Standar 
and a new Seal of Approval has been design 
for the branding of wood so treated. 

Briefly stated, the object of the new mi 
mum standards is to increase the natural | 
sistance of wood not only to decay and s 
but also to warping, twisting and dimensiot 
variation. 


G-E Workers Exceed War Bonds’ Pledge 
General Electric employees, who pled 
themselves to buy $33,949,193 worth of W 
savings bonds a year have already excecit 
that mark. Payroll deductions which la 
been applied according to the “10 Per “@ 
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considerably easier” 


J. F. MEINHERTZ, Supt., Municipal Water Works 


Like all other communities, small 
as well as large, the little City of 
Sylvan Grove is more than willing 
“to make certain sacrifices and 
endure inconveniences," as Mr. 
Meinhertz writes. Now, more than 
ever, in these difficult times, Sylvan 
Grove appreciates "the accuracy, 
durability, quality and low main- 
tenance cost of Trident Meters" 
- +» especially in connection with 
the necessity of maintaining meter 
accuracy as a means of conserv- 
ing water, and saving on pump- 
age, coal, chlorine and other 
factors vital to the war effort. 
Sylvan Grove has been a steady 
buyer of Trident Water Meters 
for the past 27 years. 


TRIDENT CONSTRUCTION 
HELPS MAINTAIN 
accuracy 


Trident Water Meters are 
easy to maintain and repair 
because they are constructed 
with interchangeable parts, 
modern units of which fit 
Tridents even 40 years old. 
A small inventory in parts 
takes care of a large instal- 
lation. of Trident Meters. 
In addition to this, the 
whole construction of the 
meter is simple, protected 
at every point against wear 
and corrosien 





NEPTUNE METER COMPANY @ 50 West 50th Street ¢ NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON 
Neptune Meters, Lrp., LONG BRANCH, ONTARIO, CANADA 
(near Toronto) 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








34 INDUSTRIAL PROGRESS—( Continued) 


Manafacturers’ Notes (Cont'd) 


plan now amount to a $35,000,000 annual rate 
for bonds having a maturity value of $47,000. 

000. At the time of the Pearl Harbor attack 
the maturity value of bonds _ subscribed 
amounted to about $20,000,000. 

At present, 50 employees of the Company’s 
Bond Office at Schenectady are devoting their 
full time to the maintenance of accounts and 
the issuing of bonds. This figure does not 
include the employees of payroll departments 
where the deductions for bonds are calculated 
and recorded. G. E. is an issuing agent of 
the U. S. Treasury for Series E War Savings 
Bonds. 


Power Units for Synthetic Rubber Industry 


Construction has started at the Westinghouse 
Electric and Manufacturing Company on 
three large steam turbine generators to provide 
power for America’s new synthetic rubber in- 
dustry, according to F. H. Stohr, manager 
of the company’s industry sales department. 

The abundance of high-pressure steam re- 
quired for the production of butadiene and 
styrene, principal constituents of Buna S rub- 
ber, will enable new chemical plants to gen- 
erate their own electric power as a by-product. 
The steam will be used, first to drive the tur- 
bine generators and then in the chemical proc- 
esses. 

Installed in Pennsylvania and Indiana chem- 
ical plants that will produce the raw materials 


Ee THE cooperation of the electric 
: “utility industry with the watthour meter manu- 
-— facturers has kept the design and develop- 





70 MASTER-LIGHTS 


© Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
@ Emergency (Battery) Floodlights. 


2A CARPENTER MFG. 9. 


9 Sidne 
a Masten tion Man Mantas RS 

for Buna S rubber from petroleum and céafl 
by-products, the generators will deliver 11 
000 kilowatts. 3 

Since the power generated will be much 
more than required by the chemical and ruby 
ber plants, the surplus will be diverted intg 
regular public utility lines to help supply othep 
war industries. 





New Lighting Eliminates Glare 


Localized lighting, direct and indirect glaré) 
and shadows are eliminated for the first time 
in industrial plants by a new method of in 
direct mercury lighting designed by a Westing: 
house lighting division engineer. q 

Hitherto impractical for industrial use une 
til the recent development of the 3000-watf 
mercury vapor lamp, the system was worked! 
out using a working model of an airpla 
plant. This plant will be the nation’s first to 
adopt the new indirect lighting design to obe 
tain high intensity, glareless and shadowles 
illumination. 3 





“ment of the modern watthour meter well 
ahead of metering requirements. Thanks to 
this cooperative spirit, watthour meters will 
again play their important part in system 
modernization when normal times are once 


more restored. 


‘SANGAMO ELECTRIC 


| t 


COMP AN! 


nO t 8 
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PERMANENCE 


Like the stars, unaffected by time, as they 
follow in their course with unerring precision, 
you can depend upon the lasting and reliable 
performance of Mercoid hermetically sealed 
mercury type switches. ® Mercoid Switches 
are immune to dust, dirt or corrosion. The con- 
tacting surfaces remain ever new after years 
of service. ® You get this extra value in every 
Mercoid Control without any additional cost. 


: 2UgN priorities are now necessary, aa adequate slock of Mercoid Lontrols for essential uses ras 
een provided for, We will be glad to advise with you on your present and future requirements 


THE MERCOID CORPORATION, 4213 Belmont Avenue, Chicago, tllinois 
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CONSERVE IT- 





ed storage battery is a war weapon containing me 
vital to our fighting men. If we can’t join them int 
plane or warship, we can, we must, help by conserving 
batteries. We urge every battery user to observe more clo 
than ever before the following simple rules of bat 
conservation: 


1. Add approved water at regular intervals. Water in most 
” localities is safe to use in an Exide Battery. Ask us if 
XI “4 yours is safe. 


Keep the top of battery clean and dry at all times. 
BATTERIES 


Keep battery fully charged, but not over-charged. Check 
your D.C. control-bus voltmeter to see that it is in 
calibration. 


Keep records of water additions; records of the full charge 
gtavity and voltage provide a basis for comparisons to 
detect irregularities. 





If you wish more detailed information, or have a spe 
battery problem, don’t hesitate to write. We want to help) 
get the long life that is built into every Exide Battery. 
for booklet Form 3225. 


THE ELECTRIC STORAGE BATTERY CO. 
The World’s Largest Manufacturers of Storage Batteries for Every Purp 
PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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Sure we're proud! 

Not merely for having won the Army-Navy “E”. 

Not just because we're working day and night on 
production essential to the war effort. 

That's only part of it! 

More important—to us men and women here at 
Todd—We’re part of this nation’s mighty pro- 
duction army, doing a job alongside other 
skilled, civilian specialist corps throughout 
America. We're standing up and giving our 
part of the fight everything we've got... 
thereby continuing to earn the right to hold 
up our heads among free men everywhere! 


TODD COMBUSTION EQUIPMENT, INC. 


(Division of Todd Shipyards Corporation) 


601 West 26th Street, New York City 


EW YORK MOBILE NEW ORLEANS GALVESTON SEATTLE BUENOS AIRES LONDON 
For Victory ... Buy U.S. War Bonds and Stamps 
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A SEVEN STORY BUILDING 
IN 100 
SECONDS 


At the touch of an electric 

pushbutton, the whole rear 

wall of this transformer hoist 

house — seven stories high — 

rolls up into a small space 

beneath the roof. And it does 

it in only 100 seconds! 

This “wall” is really a giant- 

sized Kinnear Rolling Door, 

55 feet-six inches in height and 

31 feet-four inches wide. It 

was built to fit a doorway big 

enough to permit a 120-ton 

overhead crane to move huge 

transformers through the 

opening. 

Big as the door is, there was 

no problem of providing space 

for it to open into—not with 

a Kinnear Rolling Door. It coils compactly above the opening, completely out 
of the way. And this efficient, coiling operation is just one of the Kinnear fea- 
tures that make openings like this possible, and practical. 

In fact, no matter how large or small the opening, Kinnear Rolling Doors 
afford these same advantages—and many others. Their all-metal, interlocking- 
slat construction (originated by Kinnear!) not only stands up longer under 
harder service, but also gives more resistance to fire; more protection against 
intrusion, sabotage, theft, wind, weather, and accidental damage. They are ideal 
for any door requirement, and doubly advantageous in time of war! 

Kinnear Rolling Doors are built to fit any opening, in new or old buildings. 
Available for motor, manual or mechanical operation. Easy and economical to 
install. Write today for complete data! The Kinnear Manufacturing Company, 
2060-80 Fields Ave., Columbus, Ohio 


INNEAR 


ROLLING DOORS 
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fF gg yy scene NER. 
RUGGED and DEPENDABLE 
\ HEAVY-DUTY TRUCKS 
) from SMALLER UNITS 
a A Yael Sem Approves! 


YOU NEED BIG-CAPACITY. HUSKY TRUCKS 
for today’s jobs... but you can’t buy standard 
equipment of this type now. 


QUITE A PROBLEM? NO! 


For years successful operators with tough, 
difficult, heavy-duty, on or off-the-highway 
hauling problems have saved time, money, men 
and material with 


THORNTON *wiecr” DRIVE 


From coast to coast in the U.S.A. and in 
countries all over the world, 14% to 3-ton trucks 
have been converted with THORNTON units into 
DURABLE, FLEXIBLE, HEAVY DUTY VEHICLES 
that out-pull, out-last and out-maneuver standard 
trucks costing double or more. 


Put TWO driving axles under the load instead of one, double the 


gear speeds, better springing and load flotation, with vastly superior 
tractive ability . . . all of this for less money! 


Government approval? Yes, up to now. But these things are subject to change... . 
so act quickly. Contact your nearest Truckstell-THORNTON dealer, or wire factory 


direct. Trained men will engineer this equipment to the requirements of YOUR PAR- 
TICULAR JOB. 


THORNTON TA Neem CO. 
8745-8779 GRINNELL AVE. DETROIT, MICH. 
Manufacturers also of the THORNTON automatic-locking DIFFERENTIAL 
“When you need TRACTION you need THORNTON” 
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THE FORGOTTENESU 


HOW MANY HEADLINES have you read lately 
featuring low prices? 


How many quotations have you received lately 
wherein price was the prime factor? Avail. 
ability is what you consider first, these days, 


WHILE YOUR BACK WAS TURNED, something 
big has been happening to aluminum prices 
You may not have noted the change, unles 


you are using aluminum in war materiel. : 
engines 


TWO MAJOR CHANGES have taken place. 


‘ s z uC 
The price of ingot is down to 15c per pound, ™ 


that 1 


Also the cost of making many fabricated 
whethe 


forms has been reduced. These have been 

made possible by the fruition of many lon —— 

sought improvements in techniques, couple Hi your | 
with greater volume, MM phrase, 
and abetted by revolu- MM of that 


tionary new equip 
OUR EI 


interest 


Alumir 


FOUR PRICE REDUCTIONS ING oe 
(th off Ingot Price) Buildir 
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SUBJECT 


YOUR PRIVATE POCKETBOOK benefits now, 
because every pound of this cheaper alumi- 
num is going into planes and other equip- 
ment. You’re getting more bombers for 


your dollar. 


LET YOUR IMAGINATION SOAR. Translate the 
meaning of much lower prices for Alcoa Alumi- 
num into the future of your business. You’ll 


come out with new answers, if you really 


engineer that imagination down to earth. 


YOU COULD EVEN come up with something 
that would revolutionize your business, 
whether it is building, or manufacturing, or 


packaging, or printing, or whatever. 


YOUR COMPETITORS, to use an old civilian 
phrase, are probably doing some Imagineering 
of that kind—getting ready for the day when. 


OUR ENGINEERS could probably suggest some 
interesting angles for you to work on. 


Aluminum Company of America, 2134 Gulf 
Building, Pittsburgh, Pennsylvania. 


ALUMINUM 
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CITY OF TAUNTON 
SELECTS RILEY EQUIPMENT 


aw ! Seen | : : } * Pioulietioie ssi 3 


CITY OF TAUNTON MUNICIPAL LIGHTING PLANT 
TAUNTON, MASSACHUSETTS 
Arthur L. Nelson, Cons. Eng. 
170,000 pounds of steam per hour, 1000 lbs. steam pressure, 
825° F steam temperature. 


RILEY BOILER, SUPERHEATER, STEAM TEMPERATURE CONTROL, ECONOMIZER, AIR HEATER, 
WATER COOLED FURNACE, STEEL CLAD INSULATED SETTING —FIRED BY RILEY PULVERI- 
ZERS AND BURNERS. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO S&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILEEBS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS — 
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fir ys? 3 ce: / e Whatever the demands of the gas in- 
cut dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Sm 
President rly 
ow Iron 


a & 
vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH NJ 





STATEMENT OF OWNERSHIP INSIST ON 


Statement of ownership, management, circulation, 
etc, of Public Utilities Fortnightly, published bi- 
weekly at Baltimore, Md.; required by the Acts 


on Congress of August 24, 1912 and March 3, 1933. farsons 


_ Peblisher: Public Utilities Reports, Inc., .Wash- 
ington, D. C, 


Editor: Henry C. Spurr, Washington, D. C. Papers 


Managing Editor: None. 
5 Manager: A. S. Hills, Washington, | @) am 40) 81 


Owners: (Names and addresses of individual 


owners, or if a corporation, its name and addresses ix Orrwms 


. Ey cones yer 1 per cent or 
ore of the total amount of stock.) Public Utilities 
Reports, Inc., Washington, D. C.; Orlando 3. Records 


Willeox, New "York, N. Y.; Owen D. Youn a 
York, N. Y.; L. R. Nash, Ridgefield, 7 

William J. Hagenah, Chicago, Ill. _— soe Stationery 
Known bondholders, mortgagees, and other 
security holders on or holding 1 per cent or 
more of total amount bonds, mortgages, or other 
securities are: None. 


PUBLIC UTILITIES REPORTS, INC., 
A. S. Hills, Business Manager MADE FROM COTTON FIBERS 


Sworn to and subscribed before me this 17th 


day of September, 1942. 
Elle B. Dameron, | PARSONS PAPER CO. 


(My commission expires October 15, 1943.) HOLYOKE - MASSACHUSETTS 


Superior Quality 
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Here are just a few of the popular types of electrical wires and cables 
made at the CRESCENT plant. 


CRESFLEX Non-Metallic Sheathed Cable 


Lead Encased Power Cable 


Parkway and Trench Cable 


CRESCENT INSULATED WIRE & CABLE CO. 
Trenton, N. J. 
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HroR UNDERGROUND PIPE LINES 
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..- RAPID AND ECONOMICAL 
FIELD INSTALLATIONS... 


with EHRET’S DURANT INSULATED PIPE 


Laying underground insulated pipe lines is both rapid 
and economical when you use the Durant Insulated Pip- 
ing system. This pre-insulated and pre-sealed system 
comes to you in completely finished units, ready for in- 
stallation. No tile or concrete tunnels are required and 
there is nothing extra to buy. The pipe supports are self- 
contained and the piping units can be laid with a mini- 
mum of trenching and field work. The asphalt protection 
is permanently water-proof and the 85% Magnesia insu- 
lation will maintain its efficiency throughout the years. 


Write us today for your copy of the new Ehret 17 6-pege insulation Nandbeok, #K200, 
which describes the D. |. P. system es well es many ether Ehret products. H's free. 


FHRET ws MAGNESIA ses «ahaha CO. 










“ORGE 








a 
) 


eee THERE IS AN EHRET DISTRIBUTOR OR CONTRACTOR IN 
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NO CONCRETE CASING is , 
when you install J-M 7} 
Conduit. It does not warp, 
its strength and true form 
heavy earth loads and_ 
stress. 








DAN 





gst 
f 
bil 
iH 
MADE OF ASBESTOS AND ¢ 
OU save all the expense of “concreting-in” when poy Ahn aap: 
you use Johns-Manville Transite Conduit. So strong —_* #l! forms of corrosion. 
it needs no protective casing of any kind, this durable 
duct holds its true form under sustained earth loads and 
traffic pressure. Warping is practically eliminated. 





And you spend less money on maintenance, for 
Transite is an asbestos-cement product . . . completely 
non-metallic and inorganic. It can’t burn, rot or cause 
dangerous fumes or gases. It offers exceptional resist- 
ance to weather and corrosion. Yet installed costs are 
low, for Transite’s long lengths, light weight and smooth 
bore make work fast and economical. TRANSITE DUCTS are light 


weight, easy to assemble. 


For complete details, write for brochure DS-410. — smooth bore stays smoothin 
ice... permits easy, rapid¢ 


Johns-Manville, 22 East 40th Street, New York, N. Y. _ putis at any time. 


FOR 
EFFICIENT, 











pe: LOW-COST 
tg 
5 ae SERVICE, TRANSITE KORDUCT 
Pr . SPECIFY... a cae eos ek . Goce 
a for exposed locations, tical with Transite 
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NEAR EVERY 
PUBLIC UTILITY 
AN IBM 
SERVICE BUREAU 


trained and equipped to help in this emergency 


IRST to be enrolled in the Nation’s service, utilities are taking 
on bigger and bigger tasks that are vital to our national effort 
. . . Fact-finding jobs inevitably grow out of emergencies. These 
peak analytical jobs need not be assigned to staffs already heavily 
burdened with regular work . . . [BM Service Bureaus in all prin- 
cipal cities are trained and equipped to help utilities with overflow 


accounting, research and fact-finding work . . . 


FOR SERVICE CALL NEARBY IBM SERVICE BUREAU 


Rate Analysis 
Market Research 
Physical Inventory 
Personnel Studies 
Material Analysis 
. .. and other studies 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Offices in & Principal Cities 
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Many valuable facts are being offered 
these days on the vitamin content of foods. 
But have you noticed how little the public 
is told about how to cook these foods so 
that these vitamins may be preserved? 

Robertshaw has seized this golden opportunity to perform a 
much-needed public service—and also promote a market for better 
cooking equipment when peace is here again. 


Through its Educational Program, Robertshaw is teaching the 
gospel of “Measured Heat” and the part heat plays in proper cook- 
ing. The Robertshaw “Measured Heat” Program is used by Home 
Economics teachers in grade and high schools. It is also widely 
used by County Home Demonstration Agents, Home Economics 
supervisors, and at Universities where home economics teachers 
study. These are the people in whose hands the future of cooking 


)ROBERTSHAW teuri 


YOUNGWOOD, PA. 


AW 

THE ROBERTSH 

MEASURED HEAT PROGR 
explains the oot 


f{ o mum 
ta rr and 
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CLEVELANDS Keep Your Job 
Moving Because... 


In Clevelands, correct design joins hands with “Tops” in 
Quality to produce machines that are definitely leaders in 
Performance. 


Power and traction to take them anywhere are coupled with 
the ultimate in strong, long wearing material. Thus, not 
only mere repair costs but the even more serious service- 
interruptions are brought to a minimum. These are user- 
substantiated facts that help tell the story of why Clevelands’ 
continuity of performance pays you big dividends in result- 
ant cost-savings. 


Yor THE CLEVELAND TRENCHER COMPANY or 
Vr ¢ the Smoil Trenche r 


20100 ST.-CLAIR AVE Pioneor o . CLEVELAND ONIO 


“CLEVELANDS’ Save More...Because they Do More 
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Before shipment to you, every GENSPRING 
Constant-Support Hanger for power piping is indi- 
vidually tested at the factory under load-and-travel 
conditions that duplicate the actual service specifica- 
tions. However, should you find it necessary, field 
adjustments up to +16% of the hanger’s rated load 
are easily made. 


These are only two of the manufacturing and design 
features that make GENSPRING the outstanding 
hanger for today’s high-temperature power service. 


Through unique engineering design GENSPRING 


_eonconeennegere ne econo 


Hangers provide constant support for pipingt 
every “hot” and “cold” position. The weight of i 
is always in perfect balance ...transfer of vetli 
vibration to the-pipe structure is eliminated 
safety factor of the complete piping system is elit 
tively maintained. 

Investigate the exclusive advantages of 6 
SPRING Constant-Support Hangers available 
support loads from 250 to 8500 pounds. Grin 
Company, Inc., Executive Offices, Providence, k 
Branch offices in principal cities. 


GENSPRING CONSTANT-SUPPORT HANGERS BY GRI N N ELL 


wuenever PIPING is invoives 
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JOOSTER ENGINEERING COMPA 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


les cra OF TRANSMISSION LINES 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORE PHILADELPHIA 


PACKARD BUILDING 











oxox FOTY, Bacon « David, anc. xx casss 


OONSTERUCTION Enai APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 











GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
4 ed and 7 Naa Serving Utilities and Industrials ron — Fe 

perating Betterments, . 
Inspections and Surveys, Reading, Pa. Original Cost Agcounting, 


Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 


eng ~ Po ga ow, bce ato 

ew Projects ¢ 

Consulting Engineering Mergers 
Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
; and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisce 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Viilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON «© NEWYORK e CHICAGO « HOUSTON e¢ PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 














THE J. G WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 








BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 

BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED (N INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 

11 PARK PLACE, NEW YORK CITY Original Cost Studies. 


36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 











BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
Ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 


Erecting Engineer 














(Professional Directory Concluded on Next Page) 








Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (concluded) 





Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutH MIcHIGAN AVENUE, CHICACcO 


SLOAN & COOK. 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigation 














JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 





J. W. WOPAT 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana | 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
im connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates, | 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 











SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 


GAS MEASUREMENT AND 


CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER C0. 


Bridgeport, Conn. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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American Appraisal Company, The 
Autocar Company 
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Barker & Wheeler, Engineers 

* Black & Veatch, Consulting Engineers ................ 
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Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 
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Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers 
Dicke Tool Company 
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Egry Register Company, The 
Ehret Magnesia Mfg. Co. 
Electric Storage Battery Company, The 
Elliott Company 
*Ethyl Gasoline Corporation 
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Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
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General Electric Company Outside Back Cover 
Gilbert A fates, Inc. 52 
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Haberly, Francis S., Engineer 
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Neptune Meter Company 
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Railway & Industrial Engineering Company 
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Remington Rand, Inc. 








Ridge Tool Company, The 
Riley Stoker Corporation 





Robertshaw Thermostat Company ........... 


Sanderson & Porter, Engineers . 
Sangamo Electric Company ...... 

Sargent & Lundy, Engineers a 
Sloan & Cook, Consulting Engineers .. 
Sprague Meter Company, The .................-..--« 
Stone & Webster Engineering Corporation 
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Thornton Tand Co. 
Timken-Detroit Axte Co., The ................... a 
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SAVE 50% 
TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
is important question. In addition to a knowledge of the existing situation, 
tain trends may be disclosed, a knowledge of which may be of considerable 
portance to you under circumstances where the picture is rapidly changing. 


he One Step Method of Bill Analysis is ideally suited to meet the needs 


this problem. It does away with the necessity for temporarily acquiring, 
nining and supervising a large clerical force. Our experienced staff plus our 
ecially designed Bill Frequency Analyzer machines can turn out the job in 
ew days and at the cost of only a small fraction of a cent per item. 


fe will be glad to tell you more in detail about this accurate, rapid and 


onomical method for obtaining a picture of your customer usage situation. 
rite for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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One War Week 


A calendar of events on one war job in one récent week gives a graphic 
picture of how General Electric is working to meet wartime emergencies; 

















1. THURSDAY: An order was 2. THURSDAY NIGHT: As 
received at an eastern G-E factory many workers as could be effi- 
for equipment needed by a U.S... ciently employed on the job worked 
warship near. Australia. A special all night, all day FRIDAY, as- 
call went out sembling the equipment. 











G ia % 49 Ry ts fe 
SATURDAY: Under police 4. WEDNESDAY: A _ bombing 
escort, the €quipment was rushed plane landed the equipment at its 
to a nearby. airport. Traveling by Pacific: destination —10,000 miles 
plane, it arrived in San Francisco from the factory—six days after 
on SUNDAY. receipt of order. 


General Electric believes that its first duty as a 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N.Y. 
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